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AUDIT WORKING PAPERS 0300.00

INTRODUCTION 0301.00

SCOPE OF CHAPTER 0301.05

It is impractical to make rigid rules covering the arrangement and content of all working
papers.  Each audit or examination has problems peculiar to it alone, and each auditor has
their own ideas as to what constitutes essential information and how it should be presented.
Inflexibility in procedures and working papers tends to discourage initiative, whereas the
aim of the Board is to encourage this type of quality in tax auditors.  There are, however,
certain features of working papers that can and should be standardized, such as size and
type of paper, indexing, cross-referencing, binding and general arrangement of data.  This
chapter addresses those features, together with complete specimen sets of working papers
and representative samples of various types of summary and subsidiary schedules.

AUDIT WORKING PAPERS DEFINED AND DESCRIBED 0301.10

The term “audit working papers”, as used in this chapter, means the worksheets compiled
by the auditor in the course of making a field audit, revised audit, reaudit, field billing
order, or adjusted field billing order, together with other pertinent material.  “Other pertinent
material” may include letters, faxes, memoranda compiled by the taxpayer, photocopies of
letters, reproduced copies of pertinent schedules, information from prior audit working
papers, etc.

GENERAL GUIDELINES FOR WORKING PAPERS 0301.15

Working papers serve as the connecting link between the auditor’s fieldwork and the audit
report.  As such, working papers should contain the evidence accumulated in support of
the conclusions and recommendations included in the audit report.

General guidelines for the preparation of working papers include:
a) Completeness and accuracy — Working papers should be complete and accurate

in order to provide proper support for findings, conclusions, and recommendations.
Working papers also document the nature and scope of the examination performed.
The test of completeness is whether a third party can review the schedule, understand
its purpose, and make use of it, without consulting with the auditor who prepared it.

Working papers will be examined by the auditor’s supervisor, and by the reviewing
auditors, and may be used by hearing officers, attorneys, Board members, or as
evidence in courts of law.  They are the basis for recommended determinations and
usually serve as a measure of an auditor ‘s experience and judgment.

b) Clarity and understandability — Working papers should be clear and understandable
without supplementary oral explanations.  The information they reveal should be
clear, complete, and concise.  Anyone using the working papers should be able to
readily determine their purpose, the nature and scope of the work done, and the
auditor’s conclusions.  Conciseness is important, but clarity and completeness should
not be sacrificed just to save time or paper.
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GENERAL GUIDELINES FOR WORKING PAPERS (CONT.)  0301.15
c) Legibility and neatness — Working papers should be legible and as neat as

practicable.  Sloppy working papers may lose their worth as evidence.  Crowding and
writing between lines should be avoided by anticipating space needs and arranging
the working papers before writing.  Some simple guides to follow in this respect are:

• Use careful handwriting.

• Use of captions to separate subjects.

• Confine the length of comments on fifteen-column worksheets to approximately
six columns.

• Separate subject matter properly.

• Use computer generated working papers to ensure that working papers are
legible and neat.  (See Section 0302.07 and 0302.08.)

d) Pertinence — The information contained in working papers should be restricted to
matters that are material, pertinent, and useful with reference to the audit assignment.
The auditor should not copy figures from the taxpayer’s books without good reason,
but should consider the audit procedure and method of verification so that only
necessary data will be recorded.
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WORKING PAPER TECHNIQUES 0302.00

HAND WRITTEN WORKING PAPERS 0302.05

Although infrequent, hand written schedules prepared by the auditor will be written on paper
furnished by the Board.  Only one side of the paper will be used.

Schedules will be prepared by using a black, medium-hard grade, approximately No. 2 ½
pencil.  The use of red pencil is permitted for special purposes such as cross and source
referencing.  Blue pencil will be restricted to the use of the Centralized Review Section.

COMPUTER GENERATED WORKING PAPERS 0302.07

Computer generated schedules can be prepared by using 8" x 11, 8 ½” x 14, 14" x 11" or
11" x 17" paper.  If available, 11" x 17" paper may be used instead of using 8 ½” x 14" paper
which is inserted sideways in the audit.  Only one side of the paper will be used.  Schedules
on 8 ½” x 11" paper should not be printed in “landscape” format.

Audit working papers that are prepared by using a personal or state provided computer
must conform to the working paper standards set forth in this chapter.  These schedules
must include the same information, comments, and referencing required for audit working
papers in general.

There are four main areas that should be included on all computer-generated schedules
and templates. They include:

1) Schedule number, page number, account number, auditor name and date in the
upper right hand corner.

2) Column references: “A” thru– “H” at the top of each regular template (if more space
is needed may be less than “H”), “A” – “P” for the exempt sales template, and “A” —
“S” for the paid bills template.  Additional columns may be added as necessary.

3) Line numbers down the left-hand side of the schedule body.

4) A general referencing line (above the column headings) and a general reference column
(left hand column).

STANDARDIZED AUDIT SCHEDULES 0302.08

The following standards should be followed when audit schedules are prepared either in
Excel or Access and should be followed, where appropriate, when audit schedules are hand
written.

1) Font.  The font used will be either Arial, Times Roman, or Courier New.  The entire
audit should be prepared using the same font.  Minimum font size is 10.

2) Scaling.  Print Scaling can be done for subsidiary and lead schedules.  Print Scaling
will not be less than 70% (68% for Exempt Sales Test) of the original size of the
document.

3) Schedule Orientation.  Lead schedules should be printed in portrait form whenever
possible.  Subsidiary schedules can be prepared in either portrait or landscape form.
When subsidiary schedules are prepared in landscape form, the schedule heading
will be oriented to the right in the audit report.  The schedule (on legal-size paper)
will be hole punched in the lower left corner to ensure the proper orientation.
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STANDARDIZED AUDIT SCHEDULES (CONT. 1)  0302.08
4) Database Schedules.  Database schedules (i.e. schedules detailing tests of sales

and purchases) can be printed with grid lines.  Database schedules must be printed
with bottom borderlines.  All schedules must contain line numbers.  Line numbers
should not start with “1” on each successive page of the same schedule.  In this
manner, every line number will identify each scheduled item on which page it is
located (e.g., page 1 numbered 1 thru 30, page 2 numbered 31 thru 60, page 3
numbered 61 thru 90, etc.).

5) Paper Size.  Lead schedules will be prepared on Letter Size (8 ½” x 11") or Tabloid
Size paper (11" x 17").  Legal Size (8 ½” x 14") paper is acceptable for lead schedules
if they are computer generated schedules (since field printers use this size paper).
Subsidiary schedules can be printed on the paper sizes mentioned in previous section
(e.g., letter size, tabloid size, legal size, etc.)

6) Schedule Titles.  All schedules should have titles that accurately describe the
contents of the audit working paper.

7) Top Right Corner.  All schedules will have a schedule number, page number, account
number, auditor name and date in the upper right hand corner.  Hand written
schedules using 15-column paper should have the same information mentioned
above in the upper right hand corner of the left half of each sheet.

8) Page Totals.  Page totals are always required for all schedules.  Page totals will
either appear at the bottom of each page or, in the case of computer generated
schedules, may be placed on a separate page via a pivot table.  (A pivot table is a
special kind of table that summarizes information from particular fields of a list or
database.)  A grand total is always required for all schedules.  Grand totals should
match the summary by page total and the summary by quarter (or period) total.

9) Schedule Footer.  Schedules generated via Excel should include a footer indicating
and appearing as follows:

“Copy to Taxpayer”
“Date: _________”

Schedules will be prepared with the following information, when applicable.  Pertinent
information for “Test of Claimed Exempt Sales” and “Purchases Subject to Use Tax”
is listed below and illustrated in Exhibits 2 and 5.
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Column Test of Claimed Exempt Sales
A Invoice Date
B Invoice Number (and/or

Ref Number)
C Customer Name
D Street
E City, State, Zip
F Ship to
G PO Number
H PO Status
I Item (& quantity)
J Amount Questioned
K Amount Taxable
L District Measure
M District Code
N Comments (e.g., Resale

Card on File)
O XYZ Sent
P 1164 Sent

Column Purchases Subject to Use Tax
A Invoice Date
B Invoice Number (Ref Number)
C Vendor
D Street
E City, State, Zip
F Ship from point (State

designator)
G Ship to
H PO Number
I PO Status
J Resale Cert. Issued (Y/N)
K Item (quantity)
L Amount Questioned
M Amount Taxable
N District Measure
O District Code
P Comments —  Account posted

to (include chart of
accounts if only account
number is used)

Q ABC Sent
R 1032 Sent
S 1164 Sent

If additional information is required, specific columns and appropriate headings can be
added to the appropriate part of the schedule.  This may cause the schedule to exceed the
allowable print space available on legal size paper and would therefore necessitate that
these schedules be printed on tabloid size paper (11 inches by 17 inches).  Also note that
additional linking fields can be added to the database, however, they do not need to be
printed, unless the information is pertinent to the audit.

SCHEDULE FOR EACH SUBJECT 0302.10

Every subdivision of the audit working papers is assigned an index number, which is used
in arranging the schedules when the audit is completed.  Each schedule supporting a different
category of sales or deductions, or self-consumed merchandise, will be written up on a separate
sheet.  Unrelated data should not be put together on one schedule.  This is true even though
only a few lines may be required to record the desired information.  The cost of preparing
separate schedules is insignificant when compared with time wasted in looking for data
buried in a schedule relating to some other subject.  The only exception of combining data
is when Form BOE–414–C, Report of Examination of Records, is used as a working paper
schedule for two or more items verified as having been correctly reported although a deficiency
or credit is recommended as to other items covered by an audit.  Use of 8 ½” x 11" computer
paper or seven-column paper for verification comments in lieu of a BOE–414–C is permissible
only in those instances where there is insufficient space on the form.

STANDARDIZED AUDIT SCHEDULES (CONT. 2)  0302.08
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DATA FURNISHED BY TAXPAYER 0302.15

Taxpayers should be encouraged to furnish data, which may be on their own paper or on
disk.  The taxpayer-provided schedule should be identified as “prepared by taxpayer.”  Such
data should have proper headings inserted, be indexed, cross-referenced, and filed with the
regular working papers.  Unless unusual circumstances warrant, taxpayer-furnished material
should not be manually copied but should either be incorporated directly into the audit
working papers or photocopied.

If paper on which such data is placed is larger than our 17” x 11” worksheets, it will be
folded.  If considerably smaller, it will be affixed on an 8 ½” x 11” worksheet.

CREDIT ITEMS 0302.20

Credit items, or items which are opposite in sign to other entries on a schedule, will be
written with a minus (—) sign in front of the number.  For hand written schedules, a minus
sign (—) in black pencil in front of the number will be used.  The common method of writing
such items in red must not be used because red figures cannot be distinguished from black
when photocopies are made.  Decreases in taxable measure should be preceded by a minus
sign (—) on all summary schedules.

SCHEDULE HEADINGS 0302.25

The name of the taxpayer should not appear on either subsidiary or summary schedules
unless necessary for the identification of a non-permitized retailer.  The title will be inserted
on the second line of each schedule describing the type and source of information contained
therein, such as Total Sales per General Ledger, Test of Sales for Resales, etc.

If the schedule refers to some definite period such as month, quarter, or year, this period
will appear under the title of the schedule (third line) as shown in the following example:

Test of Sales for Resale per Invoices
July, 19XX

All schedules will have a schedule number, page number, account number, auditor name,
and date in the upper right hand corner.

COLUMN HEADINGS 0302.30

Space provided for column headings is small so headings must be short but descriptive.  If
it is not possible to write a sufficient description in the column space provided, an asterisk
or other mark should be placed at the end of the description.  A referring asterisk mark
should be at the bottom of the schedule with a complete description given.  Unless
handwriting is small and legible, column headings will be printed.  The reference line should
indicate the source of data in that column, using <angle brackets> for data from other
schedules e.g., <12A–1> and (parentheses) for arithmetic computations e.g., (A + B – C).
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TOTALS 0302.35

Where a schedule lists two or more columns or classifications, vertical footings and
cross-footings (horizontal) will be made and the grand totals balanced with each, as illustrated
in the following example:

Analysis of Sales

Footings and cross-footings should not be made unless they are clearly of value in the
audit.  The total may be shown either on the right or left side, depending upon use to be
made of the data and convenience in compiling.  Hand written schedules using a single
space form (every line filled) will skip a line before inserting the total.  Hand written schedules
using double spacing (every other line filled) will not skip a line before inserting a total.  All
schedules (hand written and computer generated) will underline the last line of data with a
single black line, and the total will be underlined with a double black line.  When a schedule
is hand written and composed of two or more sheets which requires a grand total, a page
total will be placed at the bottom of each sheet.  A summary of page totals, computing the
grand total, will be prepared in one of the following ways:

a. If the hand written schedule consists of a few pages and sufficient space is available
on the last sheet, page totals for the preceding pages may be entered under the page
total for the last sheet, and a grand total computed.

b. If the hand written schedule consists of a large number of pages, a separate sheet
showing the summary of page totals should be prepared.  This summary sheet should
then appear as the first page of the schedule, followed by the pages containing
supporting details.

c. Computer generated schedules with multiple pages may place page totals on a
separate page via a pivot table.

To maintain the integrity of the database, the data will be scheduled without skipping a
line for computer generated schedules.

SUBTOTALS 0302.40

Hand written subsidiary schedules often are set up by months with subtotals every three
months showing quarterly totals.  To improve the appearance and legibility of subsidiary
schedules, the first month of the first quarter should be entered on the second line below
the space for column headings with quarterly totals shown on the first heavy line; the first
month of the second quarter should be shown on the second line after the first heavy line,
and so on.  In this manner, quarterly totals will always be shown on the heavy lines.

Subtotals for other types of data should be set off by single lines whenever possible.

A B C D
<A + B + C>

REF Period Taxable Resale Freight Total
1 January, 19xx 500 400 100 1,000
2 February, 19xx 600 500 200 1,300
3 March, 19xx 700 500 300 2,300
4 1Q-xx 1,800 1,400 600 4,600

< 414-A-1 >

<  Per Sales Journal  >
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LAYOUT 0302.45

The auditor should set up the most efficient mechanical arrangement possible before the
compilation of data is started.  This avoids transcribing figures from taxpayer books before
the correct arrangement of a schedule has been decided upon, with the result that the
worksheet must be discarded when its defects have been disclosed.  Time may be saved by
setting up several proposed layouts with column headings on scratch paper, columns being
numbered from 1 to 7, or from 1 to 15, and inserting some sample entries before deciding
on a final layout.

If dates, or months and quarters, are to be shown in a left-hand column, sufficient columns
should be provided for horizontal expansion; that is, there should be a column for each
type of classification with blank columns for possible additional classifications not yet
disclosed.  When there are insufficient columns for the proper horizontal spread, the months
should be placed across the top and the classifications shown on lines, with blank lines left
in the proper places for vertical expansion.  In many cases when the columns on one sheet
are not sufficient, the schedule must be broken into two sheets.  If there is sufficient space
on a schedule, lines should be skipped between subsections and totals.  This sets the
information out and makes it easier to read.  Where there are only a few entries on the
sheet, every other line should be used for recording data.  Again, to maintain the integrity
of the database and to facilitate the use of a pivot table, no lines should be skipped when
using a computer generated schedule.  The spreadsheet can always be expanded to include
additional columns and/or rows.

INDEXING — GENERAL 0302.50

A standard system of indexing working papers is desirable.  Although there are many
indexing plans, a system based on line numbers shown on tax returns has been adopted
for indexing schedules of business tax audits.

INDEXING SUMMARY SCHEDULES 0302.55

Summary schedules will bear the line numbers appearing opposite the corresponding items
on tax returns.  The following summary schedule indexing systems will be used for sales
and use audits:

Total Sales Basis Only (Exhibits 7 to 36):
Schedule 1. Total Sales
Schedule 4. Sales for resale
Schedule 5. Food Products
Schedule 6. Nontaxable Labor
Schedule 7. Sales to U.S. Government
Schedule 8. Interstate Sales, Etc.
Schedule 9. Sales Tax Included
Schedule 10. Other Exempt Transactions

Taxable Measure Basis Only (Exhibits 37 to 65):
Schedule 12. Taxable Measure
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INDEXING SUMMARY SCHEDULES (CONT.)  0302.55
Either Total Sales or Taxable Measure Basis:

Schedule 2 Purchases Subject to Use — Tax
Schedule 15. Purchases Subject to Local Tax
Schedule 16. Taxable Measure – Local Tax
Schedule 20 Section 6406 Credits
Schedule A8. Taxable Measure – District Tax — (Name of District)
Schedule A8.1 to A8.x To be used when adjustments are made to more than one

district tax)

Schedule G2 Sales Tax Paid to Distributors and Brokers (Gasoline Sellers)

Schedules for audits made on a taxable measure basis will be numbered as Schedule 12,
which corresponds with the line number reporting the measure of tax on a return.  However,
self-consumed items and purchases subject to use tax should be identified separately in
the analysis of differences on audit schedules and audit reports.  This provides a clearer
analysis of the proposed measure of tax on Form BOE–414–A.  As an alternative,
self-consumed items and purchases subject to use tax may be included on Schedule 2, and
taxable sales differences on Schedule 12.  Schedules in interdistrict cooperative audits will
precede the schedule number with the identifying letters (e.g. AB, CH, FH) of the district
preparing the schedule.

Schedule 16 will be prepared only when the state and local tax adjustments to reported
amounts are different.  Since such differences will occur infrequently, it is anticipated that
most audits will not require a Schedule 16.

Schedule A8 will be prepared only when the state and district tax adjustments to reported
amounts are different.  When adjustments to reported amounts are different for state and
district taxes, a separate district tax summary schedule must be prepared for each district
where audited differences are noted.

If only one district tax summary schedule is required, the schedule should be indexed as
A8.  If more than one district tax summary schedule is required, the schedules will be
indexed as A8.1, A8.2, A8.3, etc., to include all district taxes for which summary schedules
are required.  The indexing system does not identify a particular A8 summary schedule to
a district; therefore, the name of the district should be identified in the schedule heading.

All district tax summary schedules will be prepared on a taxable measure basis irrespective
of whether the remainder of the audit was conducted on a total sales basis.

Both Schedule 16 and Schedule A8 summarize all of the differences to the measure of tax
and are the sources for the measure of tax on Form BT–414–A1.

There shall be no deviation from this system of indexing.
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INDEXING SUBSIDIARY SCHEDULES 0302.60

Subsidiary schedules which directly support summary schedules will bear the same capital
letter followed by a dash and numeral, i.e. 12A–1, 12A–2, 12B–1, 12C–1, 12D–1, etc.
Subsidiary schedules supporting other subsidiary schedules will bear the same capital
letters followed by a dash and the same numerals followed by adding small letters, i.e.,
12A–1a, 12A–1b, 12A–2a, 12B–1a.  An example of the complete indexing system is as follows:

Schedule 12 (Lead Schedule, Taxable Measure Understated/Overstated)

Schedule 12A (Summary Schedule of First Tax Difference)

Schedule 12A–1 (Subsidiary Schedule for First Tax Difference)

Schedule 12A–1a (Subsidiary for Subsidiary Schedule for First Tax Difference)

Schedule 12B (Summary Schedule of Second Tax Difference)

Thus, the schedules should be laid out as indicated by the following chart:

Layout and Assembly of Schedules

1 2 A -1 a 1 2 A -1 b

1 2 A -1

1 2 A -2 a 1 2 A -2 b

1 2 A -2

1 2 A

1 2 B -1 a 1 2 B -1 b

1 2 B -1

1 2 B -2 a 1 2 B -2 b

1 2 B -2

1 2 B

1 2

It is not good practice to subdivide subsidiary schedules too finely.  Often page numbers
may be used to designate subdivisions; for example, if a number of pages are used to
accumulate data which are summarized on the first sheet, the whole series should be
assigned the same index number with pages numbered from 1 up, as follows:

Schedule 12A Page 1 of 3 June 19X1 (Questioned Sales for Resale)

Schedule 12A Page 2 of 3 Oct. 19X2 (Questioned Sales for Resale)

Schedule 12A Page 3 of 3 Page Total Summary (Questioned Sales for Resale)

When indexed in this manner, the schedule should be cross-referenced as 12A–pg. 1, not
12A–1, which refers to a subsidiary schedule supporting Schedule 12A.

If there is only one page to a subsidiary schedule, the “Page” does not require numbering,
but if more than one exists, the pages should be numbered from 1 up, as follows: 1 of 6, 2
of 6, 3 of 6, etc.

Subsidiary schedules to audits made on the total sales basis will be indexed as follows:

Schedule 1 (Summary or Total Sales)

Schedule 1A (Subsidiary)

Schedule 1A–1 (Subsidiary)

Schedule 1A–1a (Subsidiary)
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INDEXING MEMO AND SUPERSEDED SCHEDULES 0302.65

Memo schedules will be marked “Memo” above the caption “Page,” and should be numbered
from 1 up, in the space opposite the caption “Schedule.”  Superseded schedules will be
marked “Superseded” diagonally across the body of the sheet.  (Section 0302.80)

CROSS-REFERENCING 0302.70

Cross-referencing is necessary to facilitate tracing figures back to the underlying schedules
and to aid in tracing subsidiary schedules forward to the summaries.  It greatly assists the
reviewing auditors and hearing officers and should be used in small audits as well.

Examples of the method by which cross and source references are to be made are shown on
the schedules in the various exhibits.

INDEX TO WORKING PAPERS 0302.75

An audit report will contain an index that is prepared on Form BOE–495, Index to Working
Papers, whenever five or more lead and subsidiary schedules are prepared for an audit.  See
Exhibits 8 and 37.

A very large set of audit working papers is sometimes bound together in sections with an
index of schedules prepared for each section, and is often marked with tabs for each main
section.

Note: In the Index to Working Papers, dashes rather than page numbers are shown in the
Page Number column for schedules that contain only one page.  For schedules consisting
of more than one page, the number of pages are shown in the Page Number columns as 1–
2, 1–4, 1–10, etc.

ARRANGEMENT 0302.80

All schedules and exhibits will follow the pertinent schedules to which they relate.  Other
papers, such as letters, superseded schedules and exhibits of general nature, will be identified
as memo schedules, and placed at the back of the audit.  Audit working papers should not
reference memo schedules.  A schedule important enough to be referred to in the audit
working papers should be included as a regular schedule directly behind the schedule to
which it relates (e.g., XYZ letters, resale certificates, etc.).

The entire file will be carefully lined up on the top and left edges.  These sheets should be
bound together.  A hole to receive the paper fastener, approximately 3/16" in diameter, will
be punched in the upper left-hand corner of all papers in such a position that all writing
will remain clearly visible.
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CONTENT OF WORKING PAPERS 0303.00

BASIC DATA 0303.05

The basic data to be shown on subsidiary schedules should be carefully considered.  Figures
and other data should not be copied from the taxpayers records without thought given to
their significance or ultimate use.  On the other hand, all data which could be used in the
section under consideration, as well as in other sections of the audit, should be recorded
while the documents are being examined so that there will be no necessity for pulling them
again; i.e., names, dates, invoice numbers, descriptions of items, points of origin, shipping
data, district, and accounts charged should be recorded if any possible use is foreseen.  In
many cases, certain reference data are required by the taxpayer in examining the schedules
for correctness, and if such information is not on the schedule, much time is lost while the
taxpayer secures the desired documents and makes the examination.

SUMMARY OR LEAD SCHEDULES 0303.10

Summary (also called lead) schedules represent the final recapitulation of audited and
reported figures, differences and analysis of differences, and are prepared for each main
section of the audit where there is a difference between the audited and reported figures.
They are the basis for transcribing net differences per audit to “Summary of Differences” on
Schedule 414–A2 or Schedule 12.

SUBSIDIARY SCHEDULES 0303.15

Subsidiary schedules support summary or other subsidiary schedules.  The information
shown on this schedule is an analysis of the data shown in total, or by quarters, on the
summaries and usually consists of compilations by months to compute quarterly totals,
compilations by days, items, or other classifications to determine monthly totals, or data to
support calculations of percentages.  Adding machine tapes may be included in audit work
papers in lieu of listing the figures on a schedule as long as the auditor provides an audit
trail to the taxpayer’s documents.  Tapes should be attached to a seven-column work paper
and be displayed so totals are visible.  The basis for computing audited figures are recorded
on these schedules, e.g., monthly totals from the sales account, individual sales from the
cash receipts book, list of individual sales from sales invoices used for test checks, lists of
individual purchases from purchase invoices used for computing use tax liability.  In a
sense, subsidiary schedules are the most important worksheets of the audit since all essential
detailed information is compiled thereon.  The data should be so complete that an auditor
who did not assist in compiling it could, nevertheless, interpret the results, make the required
calculations, or prepare summary schedules.
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MEMO SCHEDULES 0303.20

Some examples of memo schedules are as follows:

1. BOE–624A & B that includes:

(a) List of auditor(s) and time spent by day

(b) Names of principal officers and employees of the taxpayer

(c) List of records and information relative to same

(d) Questions compiled during course of the audit to be taken up with supervisor.

This is always the very last memo schedule.

2. Audit program — This is always right in front of the BOE–624s (next to last memo).

3. Miscellaneous data including:

(a) Copy of B–1164’s and BOE–1032’s prepared (required)

(b) Copy of letters to and from taxpayers.

In many cases, the information contained in these schedules has an important bearing on
the audit, and they should be carefully preserved.

Memo schedules, however, do not include schedules or materials that have a direct bearing
on other audit schedules or findings (i.e. XYZ letters, taxpayer prepared schedules, etc.).
Such schedules should be included as part of the audit working papers and indexed as
schedules accordingly (e.g., 12A–1, 12B–1a, etc.).

MEMO OF TIME OF AUDITORS 0303.25

When more than one auditor is engaged on an audit, which requires considerable time to
complete, the auditor in charge may prepare a memo schedule to which they should post
daily time.  The names of the auditors should be shown in the column headings, and dates
in the extreme left-hand column.  This record must agree with the time reported on Form
BOE–609–A, Auditors Time Report, Form BOE–610, Auditors Monthly Report, Form BOE–
666, Employees Summary Time Report, and on the reverse side of Form BOE–414–A, Report
of Field Audit.

MEMO OF WORK TO BE DONE WHEN THE AUDIT IS DEFERRED 0303.30

It is sometimes necessary to defer a partially completed audit to allow the taxpayer time to
secure additional information.  In such cases, a memo should be prepared in duplicate
outlining the work to be done by the taxpayer, and the approximate date of the auditor’s
return to the job.  The taxpayer should be given the original copy of this memo.  Notes
regarding the work completed and the work remaining to be done can be placed on the
duplicate copy of the memo which will be placed on the top of the file of working papers for
future reference when the auditor returns to the job.  Whenever completion of an audit is
deferred to accommodate a taxpayer, the auditor may need to secure a Form BOE–122,
Waiver of Limitation, unless it is certain that failure to do so will not in any way jeopardize
the interests of the State.  (See Section 0215.15 for guidance on when to request a waiver.)
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VERIFICATION COMMENTS 0304.00

COMMENTS ON SUMMARY SCHEDULES 0304.05

General verification comments are to be written on summary schedules.  Specific comments
on detailed verification should be made on subsidiary schedules.  (See Section 0304.30.)
The comments should be clear, specific, and concise.  They should be written in an orderly
manner stating simply the nature of the transactions, the records examined, the taxpayer’s
method of reporting, the audit approach, and the result, or audit findings.  An example of the
captions that should be used in all audits is illustrated below in Sections 0304.10 to 0304.20.

TYPES OF TRANSACTIONS 0304.10

Under this heading, the auditor very briefly gives a description of the taxpayer’s business
and the types of transactions encountered in the audit.  Example:  Assuming the audit is of
a furniture manufacturer, the Total Sales Summary schedule comment might read:

“The taxpayer is a manufacturer, repairer, and reconditioner of furniture.  Also, the
taxpayer manufactures custom furniture made from resale inventory as well as customer
supplied material.”

SOURCE OF DATA 0304.15

Under this heading, the auditor indicates the documents and records that were available
for examination and the period for which the documents and records exist.  In the case of
the furniture manufacturer this comment might read:

“Source data consisted of customer purchase orders, sales invoices, sales journals,
monthly profit and loss statements, and general ledger.  All records were complete
and available for the entire audit period.  Franchise Tax Returns were available for
calendar years 1998, 1999, and 2000.”

This heading would need to be modified if the taxpayer did not provide any records during
the audit period.

REPORTING METHOD 0304.17

Under this heading, the auditor provides a brief description as to how the taxpayer reports
his/her sales as well as purchases subject to use tax on the sales tax return.  The comment
should indicate whether the taxpayer nets any sales and if sales tax is included in reported
total sales (Line 1 of return).  Assuming the same furniture manufacturer, this comment
might read:

“The taxpayer reports total sales ex-tax on line one and claims sales for resale and
repair labor on lines four and six respectively.  Recorded sales tax is reconciled to
sales tax paid and the reconciliation work sheet is attached to the tax return.  The
taxpayer did not report any purchases subject to use tax.”

This heading may be omitted if the taxpayer did not report to the Board since this would be
obvious from other information.
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VERIFICATION AND FINDINGS 0304.20

Under this heading, the auditor briefly summarizes the verification performed and explains
what was found and why it is considered to be either taxable or not taxable.  The subheadings
under this section should be relevant to the items examined and noted in the audit (Tax
Accrual Reconciliation, Total Sales, Purchases Subject to Use Tax, etc.)  The auditor will
need to modify the subheadings in this section to areas examined in their audit.

Comments should be meaningful and necessary.  For example, the statement “Findings” —
None is unnecessary and should be avoided.  If it is obvious from the schedule that there
are no differences, this heading should be omitted.

Under the Total Sales summary of the furniture manufacturing company, this comment
might read:

“Sales invoices were traced to the sales journal for the period January 1997, and
August 1998, and the sales journal footings were traced to general ledger for the audit
period.  Reported total sales were reconciled to total sales per the general ledger and
Franchise Tax Returns for years 1998, 1999, and 2000.  No errors or differences were
noted.  Total reported sales were accepted by the auditor.”

Under the Sales for Resale summary schedule, the following Verification and Findings
comment might read:

“Recorded sales for resale per the sales journal were reconciled to claimed resales for
the audit period.  No differences were noted.  Recorded sales for resale for December
19XX were tested.  December 19XX was selected based on a conversation with the
taxpayer who indicated this period accurately represented sales for resale for the audit
period.  All sales for resale invoices for December 19XX were examined and traced to
available resale certificates.  The resale certificates were verified as taken in good
faith, bearing valid sellers’ permit numbers, and signed by purchasers in the business
of selling furniture.  20% of December 19XX recorded sales for resale were not
supported by resale certificates or valid XYZ responses.  The 20% rate of error was
applied to claimed resales for the audit period.  See Sch. <12J–1> for additional
information.”

COMMENTS ON SUBSIDIARY SCHEDULES 0304.30

Subsidiary schedules should have brief comments written near the bottom, unless the
information is self-evident from columnar headings or is covered in the remarks columns
or by other notations. Subsidiary schedule comments should not be the same as comments
on the summary schedules.  It is important for the auditor to remember that over-all
verification comments are for the summary schedules and specific verification comments
are for the subsidiary schedules.  The information contained on these subsidiary schedules
should show:

• Source of data and a brief description of nature of same.

• Extent of verification.

• Basis of estimating where estimates are used.

• Method of calculating percentages.

• Explanation of differences between reported and audited figures if not shown on
Remarks column.

• Any other comments pertinent to the method of reasoning used to determine the
facts and figures shown on the schedule.
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MISCELLANEOUS COMMENTS AND NOTES 0305.00

NO RECORD CASES 0305.05

In cases where records are incomplete or non-existent, it will be necessary to estimate the
tax liability based upon the most reliable information the auditor can obtain.  In these
instances, the comments should be very complete and should indicate clearly the method
used in estimating the tax liability, why a particular method was used in preference to some
other, and any additional factors tending to confirm the correctness of the auditor’s estimate
of the tax liability.

FLUCTUATION IN SALES OR DEDUCTIONS 0305.10

Verification comments should always include an explanation of abrupt fluctuations in
sales, markups, or in any of the deductions claimed by a taxpayer.

PURCHASES SUBJECT TO USE TAX 0305.15

Comments under this caption should indicate whether purchases subject to use tax were
properly reported.

Comments should always show the general location of the supplier’s business.  The comments
should be particularly clear and complete in those instances where the purchases subject
to use tax were made from a California retailer.  Any major purchases reported should be
fully described on the subsidiary schedule where such purchases are listed.  (Section 0401.20
and 0408.22).

PURCHASES SUBJECT TO SECTION 6406 CREDIT 0305.17

Section 0208.15 defined Section 6406 Credit and noted how headquarters records this
credit on Form BOE–414. (Section 0419.20 for further information.)

Comments under this caption should indicate if the credit was properly claimed.  Differences
noted in the audit should be explained.

SALES TAX INCLUDED IN GROSS SALES 0305.20

Whether a retailer may add sales tax reimbursement to the sales price of the tangible
personal property sold at retail to a purchaser depends solely upon the terms of the agreement
of sale.  Certain presumptions concerning the addition or inclusion of sales tax
reimbursement are created by Civil Code Section 1656.1.  See Regulation 1700(a)(1)&(2).

PREPAYMENT OF SALES TAX ON MOTOR VEHICLE FUEL (MVF) 0305.22

A portion of the sales tax, which is ultimately due on the retail sale of MVF, is prepaid at the
time of the first taxable distribution of MVF in this state.  These prepayments into the “SG”
fund are separate from the sales and use tax program and must be verified as part of
routine audits of MVF sellers.

OVERPAYMENTS 0305.25

For reasons indicated in Chapter 2, verification comments should be particularly complete
in audits recommending refunds.  (See Section 0216.03.)

TAX ERRORS ON RETURNS 0305.30

Any material unexplained differences between the total tax on Form BOE–414 and the tax
paid by the taxpayer should be commented upon fully by the auditor under the appropriate
caption on the back of Form BOE–414–A.  Comments should indicate why the differences
cannot be explained and their probable nature.
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NOTES 0305.35

Notes, as distinguished from the verification comments, should give the detail of all significant
differences affecting taxable sales as well as the reason for the differences.  If, for example,
certain sales for resales were disallowed, the note on this subject should not only indicate
that fact, but also the reason for disallowance.  Wherever possible, these notes should
appear on the same line on the schedule as the item, which is being explained.

SPECIAL EXPLANATION 0305.40

It may be necessary to make comments or explanations on the summary or subsidiary
schedules, which are of a kind other than those previously indicated.  This type of comment
should be made under a heading, which describes the subject matter as precisely as possible.

For example, rental transactions may affect several items on the tax return such as total
sales, purchases subject to use tax, or some other deduction.  In commenting on rentals, it
will often be simpler to discuss all phases of the transactions under the single heading
“Rentals” rather than to discuss it in part under a number of separate headings.

DATING ENTRIES IN AUDIT REPORTS AND WORKING PAPERS 0305.50

A uniform method of dating entries is to be used in both computer generated and hand
written audit reports and working papers.  Dating entries are as follows:

(a) Specific dates are to be entered as: 1/1/1999, 2/19/1999, etc.

(b) Specific months are to be entered as: May 1999, July 1999, etc.

(c) Specific quarters are to be entered as: 1Q–99, 2Q–99, etc.

(d) Specific years are to be entered as: YR98, YR99, etc.

(e) Specific fiscal years are to be entered as: FY97/98, FY98/99, etc.

SAMPLE WORKING PAPERS 0305.60

Computer generated working papers are a part of this chapter.  Features, which should be
noted, are indexing and cross-referencing, cross-footings, format, and comments on the
schedules.  They should be carefully studied as an illustration of the type of working papers
desired to support tax audits.

It is impractical to illustrate all of the numerous variations of working papers that may be
used to record and summarize data secured during the course of an audit.  The illustrations
in this chapter are samples only.  The schedules illustrating total sales and sales for resale
may be used for any deduction where the arrangement fits in with the audit program.
There are two general types of working papers illustrated, summary schedules and subsidiary
schedules.  Summary schedules (0303.10) always present certain basic information, usually
by quarters; i.e., period, amount per audit, amount reported, difference, and analysis of
difference.  Subsidiary schedules (0303.15) are arranged to present the desired information
in a form to fit into the summary schedule which they support.
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SUMMARY OF CLAIMED EXEMPT SALES BY QUARTER EXHIBIT 1
PAGE 1 OF 2

12X  page 1  o f  2
SR  AC  12-121212
J.C . C on lon
09/03/1999

A B C D E
<12X-1> <12X-1> <12X-1>

REF
Q UESTIO NED CLAIM ED 

EXEMPT SALES
DISALLO W ED CLAIM ED 

EXEMPT SALES
ADDITIO NAL TRANSIT TAX 

MEASURE
1 D ata
2 Years D AT E Sum  of AM O U N T Q U EST IO N EDSum  of AM O U N T TAXABLE Sum  of D ISTR IC T  M EASU R E
3 1996 Q tr2 3,112 1,767 1,767
4 Q tr3 7,137 1,011 1,011
5 Q tr4 1,692 1,692 1,692
6 1997 Q tr1 12,514 780 780
7 Q tr2 6,175 1,362 1,362
8 Q tr3 1,184 112 112
9 Q tr4 5,053 1,329 1,329
10 1998 Q tr1 1,118 120 120
11 Q tr2 5,153 0 0
12 Q tr3 2,299 398 398
13 Q tr4 890 645 645
14 1999 Q tr1 3,477 3,001 3,001
15 G rand T ota l 49,804 12,217 12,217
16 <12>
17
18
19
20
21
22
23
24
25
26
27
28
29
30

D ISALLO W ED  C LA IM ED  EXEM PT SALES 

Note:

This schedule was generated using a pivot table.  Using
pivot tables will not allow the period codes to be in
the prescribed format of 1Q-96, 2Q-96, etc.

Copy to Taxpayer
Date: _________
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Summary of Claimed Exempt Sales by Quarter Exhibit 1
Page 2 of 2

A B C D E F G
<12X -1> <12X -1> <12X -1> <12X -1> <12X -1>

REF LACT LATC OCTA SDTC STAT
1 D ata
2 Y ears D AT E S um  of LA C T S um  of LA TC S um  of O C T A S um  of S D TC S um  of S TA T
3 1996 Q tr1
4 Q tr2 17 17 1,750
5 Q tr3 411 411 600
6 Q tr4 1,692 1,692
7 1997 Q tr1 780 780
8 Q tr2 623 623 341 398
9 Q tr3 112
10 Q tr4 1,329 1,329
11 1998 Q tr1 120 120
12 Q tr2
13 Q tr3 40 40 358
14 Q tr4 645 645
15 1999 Q tr1 2,772 2,772 229
16 Q tr2
17 Q tr3
18 Q tr4
19 G rand T ota l 8 ,429 8,429 2,678 510 600
20 <A 8.1> <A 8.1> A 8.2> <A 8.3> <A 8.4>
21
22
23
24
25
26
27
28
29
30

D IS ALLO W ED  C LA IM ED  EX EM PT SA LES  - 
A dd itiona l T ransit Tax M easure S R  AC  12-121212

12X page 2  o f 2   

J . C . C onlon
09/03/99

Note:

This schedule was generated using a pivot table.

Copy to Taxpayer
Date: _________
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A B C D E F G H I J K

REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUMBER P

O
 

S
T

A
T

U
S

ITEM
AMOUNT 

QUESTIONED
AMOUNT 
TAXABLE

1 04/01/1996 12232
ADVERTISING 
SERVICES INC 22323  Washington Blvd New York, NY 10017 New York A14078 NT Signs 1,000 0

2 04/04/1996 12301
ADVERTISING 
SERVICES INC 22323  Washington Blvd New York, NY 10017 New York A14987 NT Signs 21 0

3 05/06/1996 12343
ADVERTISING 
SERVICES INC 22323  Washington Blvd New York, NY 10017 Anaheim A15201 T Catalogs 1,702 1,702

4 05/16/1996 12454 TELEPRESS 5432 Sun City Way Las Vegas, NV 89108 Las Vegas 96-C123789 NT Business Cards 291 0

5 05/30/1996 12565
AMERICAN HANGER CO 
INC 3434  W. Alameda Blvd. Los Angeles, CA 90058 789-45612 T Hangers 17 17

6 06/07/1996 12676 TELEPRESS 5432 Sun City Way Las Vegas, NV 89108 Las Vegas 96-C123901 NT Business Cards 33 0

7 06/19/1996 12787 TELEPRESS 5432 Sun City Way Las Vegas, NV 89108
New Port 
Beach 96-C124023 T Business Cards 48 48

8 07/10/1996 12898 TELEPRESS 5432 Sun City Way Las Vegas, NV 89108 Las Vegas 96-C124456 NT Business Cards 300 0

9 07/22/1996 13009 COLOR SERVICE INC. 3433 Hollywood Blvd
North Hollywood, CA 
91606 CAL-124578 NT Super Discount Mailer 2,230 0

10 08/09/1996 13120 TURNER'S TOOL CO. 3434 Arrow Highway Santa Ana, CA 92708   Envelopes 3,596 0

11 09/11/1996 13231 OVERLAKE PRESS INC. 3433 Rosewood Road Compton, CA 90221 C0012345  Holiday Greeting Cards 411 411

12 09/18/1996 13342
MESSENGER TOOLING, 
INC 22323  Washington Blvd Sacramento, CA 95820   Signs 600 600

13 10/24/1996 13675 ARCH CROWN TAGS
2323 West Industry Center 
Road Los Angeles, CA 90021 7892  Shipping Tags 21 21

14 10/24/1996 13453 COLOR SERVICE INC. 3433 Hollywood Blvd
North Hollywood, CA 
91606 CAL-127894 T Transparency 1,025 1,025

15 12/12/1996 13564 OVERLAKE PRESS INC. 3433 Rosewood Road Compton, CA 90221 C0012789  Key Rings 75 75

16 12/12/1996 13786 OVERLAKE PRESS INC. 3433 Rosewood Road Compton, CA 90221 C0012987  Golf Towels 571 571

17 01/02/1997 13897 COLOR SERVICE INC. 3433 Hollywood Blvd
North Hollywood, CA 
91606 CAL-130147 NT Marathon Mailers 3,200 0

18 01/21/1997 14008 COLOR SERVICE INC. 3433 Hollywood Blvd
North Hollywood, CA 
91606 CAL-130547  Transparency 780 780

19 02/27/1997 14119 RALPH & COMPANY 3434 Long Arrow Highway Los Angeles, CA 90043   Brass Hardware 3,398 0

20 03/06/1997 14230 ANDOVER PRINTING 6767 Firth Ave. Los Angeles, CA 90049   Fashion Fliers 460 0

21 03/11/1997 14341
AMERICAN HANGER CO 
INC 3434  W. Alameda Blvd. Los Angeles, CA 90058 897-12564 NT Hangers 2,313 0

22 03/20/1997 14452
AMERICAN HANGER CO 
INC 3434  W. Alameda Blvd. Los Angeles, CA 90058 921-00145 NT Hangers 2,363 0

23 04/10/1997 14563
AMERICAN HANGER CO 
INC 3434  W. Alameda Blvd. Los Angeles, CA 90058 998-10234 NT Hangers 4,813 0

24 04/11/1997 14674 TELEPRESS 5432 Sun City Way Las Vegas, NV 89108
New Port 
Beach 97-C123325 T Business Cards 341 341

25 05/16/1997 14785 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4532198 T Three Ring Binders 398 398

26 05/22/1997 14896 BIG BUSINESS INC. 4545 West Industry Drive Los Angeles, CA 90021 123789456  Business Cards 99 99

27 06/19/1997 15007 BIG BUSINESS INC. 4545 West Industry Drive Los Angeles, CA 90021 124567890  Business Cards 216 216

28 06/30/1997 15118 BIG BUSINESS INC. 4545 West Industry Drive Los Angeles, CA 90021 124789456  Business Cards 308 308

29 07/31/1997 15229 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4547894 T Briefcase 112 112

30 08/12/1997 15340 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4547900 NT Trays 147 0

QUESTIONED CLAIMED EXEMPT SALES - 
ACTUAL BASIS SR AC 12-121212

SCHEDULE: 12X-1  

J. C. Conlon
09/03/99

L M N O P

DISTRICT 
MEASURE

DISTRICT 
CODE COMMENT X

Y
Z

 S
E

N
T

11
64

 S
E

N
T

0 NONE Supported by Bill of Lading  

0 NONE Supported by Bill of Lading  

1,702 OCTA Shipped to Anaheim location  

0 NONE Supported by Bill of Lading

17 LACT, LATC PO states taxable.  

0 NONE Supported by Bill of Lading

48 OCTA Shipped to Newport Beach location

0 NONE Supported by Bill of Lading

0 NONE
Printed sales message exemption 
on file

0 NONE Resale card located Y

411 LACT, LATC XYZ states taxable Y

600 STAT No response to XYZ Y

21 LACT, LATC No response to XYZ Y

1,025 LACT, LATC PO states taxable.

75 LACT, LATC XYZ states taxable Y

571 LACT, LATC XYZ states taxable Y

0 NONE
Printed sales message exemption 
on file

780 LACT, LATC No response to XYZ Y

0 NONE XYZ states resale Y Y

0 NONE Resale card located

0 NONE PO states for resale.

0 NONE PO states for resale.  

0 NONE PO states for resale.

341 OCTA Shipped to Newport Beach location

398 SDTC PO states taxable.

99 LACT, LATC XYZ states taxable Y

216 LACT, LATC XYZ states taxable Y

308 LACT, LATC XYZ states taxable Y

112 SDTC PO states taxable.

0 NONE Resale card located Y

Copy to Taxpayer
Date: _________
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REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUMBER P

O
 

S
T

A
T

U
S

ITEM
AMOUNT 

QUESTIONED
AMOUNT 
TAXABLE

QUESTIONED CLAIMED EXEMPT SALES - 
ACTUAL BASIS SR AC 12-121212

SCHEDULE: 12X-1  

J. C. Conlon
09/03/99

31 09/22/1997 15451 GREEN CORPORATION
2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123014  Silver Foam Covers 925 0

32 10/01/1997 15562 GREEN CORPORATION
2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123612  Hangers 3,600 0

33 10/29/1997 15673 GREEN CORPORATION
2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123789  Displays 618 618

34 11/12/1997 15784 GREEN CORPORATION
2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123987  Envelopes 711 711

35 11/24/1997 15895 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551002 NT Solvents 42 0

36 12/03/1997 16006 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551125 NT Light Bulbs 62 0

37 12/10/1997 16117 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551300 NT Polishing Cream 20 0

38 01/14/1998 16228 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551456 NT Miracle Wax 195 0

39 01/22/1998 16339 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4562011 NT Paint Remover 40 0

40 02/04/1998 16450 FLOWER POWER 2322 N. Plum Street Los Angeles, CA 90042   Business Cards 90 90

41 02/25/1998 16561 JOSE'S SUPPLIES 23223  E. River Drive Riverside, CA 92508   Hangers 140 0

42 03/09/1998 16672 LITTLE GUY INC. 5678 Fashion Center Blvd
Newport Beach, CA 
92660   Polishing Cream 623 0

43 03/31/1998 16783 FLOWER POWER 2322 N. Plum Street Los Angeles, CA 90042   Printed Materials 30 30

44 04/07/1998 16894 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4563007  Gloves 210 0

45 06/01/1998 17005 LITTLE GUY INC. 5678 Fashion Center Blvd New York, NY 67890 New York   Paint Remover 2,848 0

46 06/11/1998 17116 YOUSEFFIA FASHIONS 4544 42nd Lane Santa Ana, CA 92708  Y97987  Hangers 1,980 0

47 06/24/1998 17227 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4563578 NT Polishing Wheels 115 0

48 07/06/1998 17338 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4564000 NT Miracle Wax 35 0

49 07/17/1998 17449 HALLAS COLOR 3456 Hasley Canyon Road Irvine, CA 92715   Big Warehouse Sale Flyers 358 358

50 08/21/1998 17560 YOUSEFFIA FASHIONS 4544 42nd Lane Santa Ana, CA 92708  Y97999  Hangers 1,677 0

51 09/08/1998 17671 YOUSEFFIA FASHIONS 4544 42nd Lane Santa Ana, CA 92708  Y98448  Hangers 189 0

52 09/18/1998 17782 FLOWER POWER 2322 N. Plum Street Los Angeles, CA 90042   Brochures 40 40

53 10/02/1998 17893 GRAPHIC TRAFFIC 23955 Soledad  Road Santa Clarita, CA 91350 789654 T Big Warehouse Sale Flyers 330 330

54 10/23/1998 18004 GRAPHIC TRAFFIC 23955 Soledad  Road Santa Clarita, CA 91350 795461 T Big Warehouse Sale Flyers 315 315

55 11/01/1998 18115 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4577891  Brochures 100 0

56 11/09/1998 18226 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4578012  Business Cards 107 0

57 11/22/1998 18337 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4578124  Polishing Cream 38 0

58 01/14/1999 18448 YOUSEFFIA FASHIONS 4544 42nd Lane Santa Ana, CA 92708 Y98783  Hangers 165 0

59 01/28/1999 18559 FLOWER POWER 2322 N. Plum Street Los Angeles, CA 90042   Gloves 38 38

60 02/02/1999 18670 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4579123  Solvents 71 0

L M N O P

DISTRICT 
MEASURE

DISTRICT 
CODE COMMENT X

Y
Z

 S
E

N
T

11
64

 S
E

N
T

0 NONE XYZ states resale Y

0 NONE XYZ states resale Y

618 LACT, LATC XYZ states taxable Y

711 LACT, LATC XYZ states taxable Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

90 LACT, LATC No response to XYZ Y

0 NONE XYZ states reported in 1Q98 Y

0 NONE XYZ states resale Y Y

30 LACT, LATC No response to XYZ Y

0 NONE Resale card located Y

0 NONE Supported by Bill of Lading

0 NONE XYZ states resale Y

0 NONE Resale card located Y

0 NONE Resale card located Y

358 OCTA XYZ states taxable Y

0 NONE XYZ states resale Y

0 NONE XYZ states resale Y

40 LACT, LATC No response to XYZ Y

330 LACT, LATC PO states taxable.

315 LACT, LATC PO states taxable.

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE XYZ states resale Y

38 LACT, LATC No response to XYZ Y

0 NONE Resale card located Y

Copy to Taxpayer
Date: _________
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L M N O P

DISTRICT 
MEASURE

DISTRICT 
CODE COM M ENT X

Y
Z 

S
E

N
T

11
64

 S
E

N
T

2 ,7 34 2 ,7 34 LA C T , L A T C X YZ  s ta tes  tax ab le Y

0 0 N O N E R esa le  ca rd  loca ted Y

229 229 O C T A X YZ  s ta tes  tax ab le Y

0 0 N O N E R esa le  ca rd  loca ted

0 0 N O N E R esa le  ca rd  loca ted

12 ,217 12 ,217

<1 2X > <1 2X >

A B C D E F G H I J K

REF DATE

SALES 
INVOICE 
NUM BER CUSTOM ER NAM E STREET CITY, STATE,ZIP SHIP TO PO NUM BER P

O
 

S
T

A
TU

S

ITEM
AMOUNT 

QUESTIONED
AMOUNT 
TAXABLE

QUESTIONED CLAIM ED EXEM PT SALES - 
ACTUAL BASIS S R  A C  12-12 121 2

S C H E D U LE : 1 2X -1   

J . C . C on lon
09 /03 /9 9

61 02/09/1999 18781
BOBBY 
MANUFACTURING CO. 3434 Long Arrow Highway Los Angeles, CA 90043   Tea Program Brochures 2,734

62 02/23/1999 18892 HOLLYWOOD & VEGA 4544 W. Industry Way San Diego, CA 92101 REF4581123  Polishing Cream 63

63 03/03/1999 19003 HALLAS COLOR 3456 Hasley Canyon Road Irvine, CA 92715   Big Warehouse Sale Flyers 229

64 03/29/1999 19225 GRAPHIC TRAFFIC 23955 Soledad  Road Santa Clarita, CA 91350 797456  Instruction Sheets 93

65 03/17/1999 19114 GRAPHIC TRAFFIC 23955 Soledad  Road Santa Clarita, CA 91350 796123  Instruction Sheets 84

TOTAL 49,804

Note: 1

Auditors can justify columns to make worksheet readable.

Note: 2

Schedules should be printed on legal size (8.5 x 14) to conform to 0302.08.

Note: 3

All exhibits in this chapter were prepared using the audit macro package in
Excel.   In order to efficiently utilize the district tax pivot table, district tax
measure should be scheduled as shown in the example above.

Copy to Taxpayer
Date: _________



AUDIT WORKING PAPERS

January 2000

SUMMARY OF CLAIMED EXEMPT SALES BY PAGE TOTAL EXHIBIT 3

A B C D E F G H

PG
LINE 

START
LINE 
END

AM OUNT 
QUESTIONED

AM OUNT 
TAXABLE

DISTRICT 
M EASURE

1 1 33 36 ,032 7 ,342 7 ,342
2 34 65 13 ,772 4 ,875 4 ,875

T O T A L 49 ,804 12 ,217 12 ,217

Q U E S T IO N E D  C LA IM E D  E X E M P T  S A LE S  -
P A G E  T O T A LS S R  A C  12 -121212

S C H E D U LE : 12X -1  page  4  o f 4  

J . C . C on lon
09 /03 /99

Copy to Taxpayer
Date: _________

Note:.

This schedule was generated using a pivot table and should
be numbered as the last page of the Questioned Claimed
Exempt Sales schedule (Exhibit 2).



AUDIT MANUAL

January 2000

SUMMARY OF PURCHASES SUBJECT TO USE TAX BY QUARTER EXHIBIT 4
PAGE 1 OF 2

A B C D E F
<12Y-1> <12Y-1> <12Y-1>

REF
QUESTIONED SUPPLY 

PURCHASES
ADDIT IONAL TAXABLE 
SUPPLY PURCHASES

ADDIT IONAL TRANSIT TAX 
M EASURE

1 D ata
2 Years D ATESum  of AM O U NT  Q U EST IO N ED Sum  of AM O U NT  TAXABLE Sum  of D IST RICT  M EASU R E
3 1997 Q tr1 12,153 9,755 9,755
4 Q tr2 4,439 3,214 3,214
5 Q tr3 2,666 2,486 2,486
6 Q tr4 12,439 9,308 9,308
7 G rand Total 31,697 24,763 24,763
8 <12>
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

AD D IT IO N AL C O N SU M ABLE SU PPLIES 
SU BJEC T T O  U SE TAX  - 1997 PER M IT  SR AC  12-121212

SC H ED U LE: 12Y page 1 o f 2

AU D ITO R  J. C . C on lon
D ATE 09/09/99

Note:

This schedule was generated using a pivot table.

Copy to Taxpayer
Date: _________



AUDIT WORKING PAPERS

January 2000

SUMMARY OF PURCHASES SUBJECT TO USE TAX BY QUARTER EXHIBIT 4
PAGE 2 OF 2

A B C D E F G H
<12Y-1> <12Y-1> <12Y-1>

REF LACT LATC
NO TRANSIT

TAX
1 D ata
2 Years D A T E Sum  of LAC T Sum  of LAT C Sum  of N O N E
3 1997 Q tr1 9,755 9,755 0
4 Q tr2 3,214 3,214 0
5 Q tr3 2,486 2,486
6 Q tr4 9,308 9,308 0
7 G rand Tota l 24,763 24,763 0
8 <A8.1> <A8.1>
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

AD D IT IO N AL C O N S U M ABLE 
SU PPLIES A dditiona l T rans it T ax 
M easure

PER M IT    SR  AC  12-121212
SC H ED U LE: 12Y page 2  of 2

AU D IT O R   J.C . C onlon
D A T E    09/09/1999

Note:

This schedule was generated using a pivot table.  Using pivot tables
will not allow the period codes to be in the prescribed format of
1Q-96, 2Q-96, etc.

Copy to Taxpayer
Date: _________
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REF DATE
INVOICE 
NUM BER VEND OR STREET CIT Y, STATE,ZIP S

H
IP

 F
R

O
M

SH IP  TO
PO 

NUM BER P
O

 
S

TA
TU

S
R

C
 IS

S
U

E
D

ITEM

1 1 /1 3 /1 997 42 379 A A A  C O R P 10 00  M eyer L ane E l M on te , C A  9 173 1 C A T o rranc e 61 31 Y B us ine ss  C ards

2 3 /2 5 /1 997 46 604 A A A  C O R P 10 00  M eyer L ane E l M on te , C A  9 173 1 C A T o rranc e Y B us ine ss  C ards

3 10 /3 /1 997 17 27 B ow er M an u fac tu r in g 32 25  N . C en tu ry P la za P hoe n ix , A Z  85 012 A Z T o rranc e  B ro chu re s

4 2 /1 7 /1 997 27 234 B U S S  P R IN T IN G 70 6  P ec k  R oad R ed ond o  B ea ch , C A  9 027 8 C A T o rranc e 68 68 N T F orm s

5 2 /2 8 /1 997 27 328 B U S S  P R IN T IN G 70 6  P ec k  R oad R ed ond o  B ea ch , C A  9 027 8 C A T o rranc e 69 00 N T F orm s

6 3 /1 0 /1 997 27 491 B U S S  P R IN T IN G 70 6  P ec k  R oad R ed ond o  B ea ch , C A  9 027 8 C A T o rranc e 69 33 N T F orm s

7 4 /4 /19 97 27 422 220 1 C & H  W H O LE S A L E R S B O X  990 31 M ilw auk ee , W I 532 88 W I T o rranc e F o lde rs

8 5 /2 7 /1 997 27 950 500 1 C & H  W H O LE S A L E R S B O X  990 31 M ilw auk ee , W I 532 88 W I T o rranc e F o lde rs

9 9 /2 4 /1 997 29 827 670 1 C & H  W H O LE S A L E R S B O X  990 31 M ilw auk ee , W I 532 88 W I T o rranc e B in de rs

10 11 /4 /1 997 19 97 C A L S U P P L Y  IN C . 30 00  M a lt A ve . C om m e rc e , C A  9 0040 C A T o rranc e 68 68 F O R M S

11 1 /2 0 /1 997 13 08 C O M P U T E R  C O M P A N Y 25  Illino is  B lvd . S cha um b urg , IL  60 194 IL T o rranc e 63 99
C om pu te r  &  O ffic e  
S upp lies

12 2 /2 8 /1 997 14 90 C O M P U T E R  C O M P A N Y 25  Illino is  B lvd . S cha um b urg , IL  60 194 IL T o rranc e 64 76
C om pu te r  &  O ffic e  
S upp lies

13 5 /3 0 /1 997 16 78 C O M P U T E R  C O M P A N Y 25  Illino is  B lvd . S cha um b urg , IL  60 194 IL T o rranc e 65 71
C om pu te r  &  O ffic e  
S upp lies

14 11 /21 /199 7 28 90 C O M P U T E R  C O M P A N Y 25  Illino is  B lvd . S cha um b urg , IL  60 194 IL T o rranc e 67 22
C om pu te r  &  O ffic e  
S upp lies

15 12 /31 /199 7 31 89 C O M P U T E R  C O M P A N Y 25  Illino is  B lvd . S cha um b urg , IL  60 194 IL T o rranc e 69 34
C om pu te r  &  O ffic e  
S upp lies

16 2 /2 0 /1 997 37 677 38 D A T A  S Y S T E M  W A R E H O U S E 40 0  F u lle r  S t. B os ton , M A  021 24 M A T o rranc e 69 34 B us ine ss  C ards

17 2 /7 /19 97 89 859 146
D E LU X E  B U S IN E S S  
S T A T IO N A R Y 27 00  R aym o nd  S t. S T  P au l, M N  5 5164 M N T o rranc e 69 34 C ha irs

18 3 /1 7 /1 997 90 406 300
D E LU X E  B U S IN E S S  
S T A T IO N A R Y 27 00  R aym o nd  S t. S T  P au l, M N  5 5164 M N T o rranc e 76 91 R o ll S tan d

19 4 /2 1 /1 997 90 456 364
D E LU X E  B U S IN E S S  
S T A T IO N A R Y 27 00  R aym o nd  S t. S T  P au l, M N  5 5164 M N T o rranc e 77 46 C ard  H o lde r

20 5 /1 4 /1 997 86 137 476
D E LU X E  B U S IN E S S  
S T A T IO N A R Y 27 00  R aym o nd  S t. S T  P au l, M N  5 5164 M N T o rranc e U tility C a rt

21 7 /1 7 /1 997 91 177 794
D E LU X E  B U S IN E S S  
S T A T IO N A R Y 27 00  R aym o nd  S t. S T  P au l, M N  5 5164 M N T o rranc e 76 08 C ab in e t

22 9 /3 0 /1 997 18 137 861 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 61 53 M a ch in e ry P a rts

23 10 /29 /199 7 18 821 437 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 64 61 M a ch in e ry P a rts

24 11 /19 /199 7 18 992 736 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 64 61 M a ch in e ry P a rts

25 11 /21 /199 7 18 993 761 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 64 61 M a ch in e ry P a rts

26 12 /4 /1 997 19 298 832 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 64 61 M a ch in e ry P a rts

27 12 /17 /199 7 19 298 844 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 67 20 M a ch in e ry P a rts

28 12 /22 /199 7 19 308 289 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 67 20 M a ch in e ry P a rts

29 12 /30 /199 7 19 925 953 F R A N K L IN  F U E L S Y S T E M S 25 00  P oyd ra s  S t. N ew  O rlea ns , LA  70 130 LA T o rranc e 68 05 M a ch in e ry P a rts

30 1 /2 4 /1 997 10 308 650 G LO B A L O F F IC E  S U P P LY 29 00  1  S t. A venu e N ew  Y o rk , N Y  10 010 N Y T o rranc e 68 31 T La b  C o a ts

Q UESTIO NED EX-TAX PU RCHASES OF 
CO NSU M ABLE SUPPLIES - TEST  OF 1997 P erm it S R A C  12 -12 121 2

S che du le : 12Y -1

A ud ito r J .C . C o n lon
D a te  09 /09 /99

L M N O P Q R S

AMOU NT 
QUE STIO NE

D
AMOU NT 
TAXABLE

DIS TRIC T 
M EASURE

DISTRIC T 
CO DE CO M M ENT A

B
C

 S
E

N
T

10
32

 S
E

N
T

11
64

 S
E

N
T

75 7 64 0 64 0 LA C T , LA T C
N o m isus e  o f res a le  c a rd  ind ica ted . T ax paye r 
pu rc has es  o the r ite m s fo r  res a le .

75 7 64 0 64 0 LA C T , LA T C
N o m isus e  o f res a le  c a rd  ind ica ted . T ax paye r 
pu rc has es  o the r ite m s fo r  res a le .

1 ,3 97 0 0 N O N E T a x  ac c rued  by ta xpa ye r Y

58 0 0 0 N O N E N o R esa le  C ard  p ro v id ed Y

36 5 0 0 N O N E N o R esa le  C ard  p ro v id ed Y

89 2 0 0 N O N E N o R esa le  C ard  p ro v id ed Y

17 0 17 0 17 0 LA C T , LA T C N o tax  re po rted  by ven dor pe r A B C  le tte r Y

54 5 54 5 54 5 LA C T , LA T C N o tax  re po rted  by ven dor pe r A B C  le tte r Y

72 5 72 5 72 5 LA C T , LA T C N o tax  re po rted  by ven dor pe r A B C  le tte r Y

79 4 0 0 N O N E N o R esa le  C ard  p ro v id ed Y

50 7 50 7 50 7 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

24 0 24 0 24 0 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

24 0 24 0 24 0 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

64 5 65 65 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

36 4 36 4 36 4 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

24 0 0 0 N O N E
A B C  re spo nse  s ta tes  ass ess ed  in  V e ndo r's  
au d it Y

65 0 65 0 65 0 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

34 2 32 1 32 1 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

72 65 65 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

12 5 11 3 11 3 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

29 7 21 2 21 2 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

13 8 43 43 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

20 16 16 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

65 57 57 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

61 54 54 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

1 ,9 36 1 ,8 28 1 ,8 28 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

1 ,1 54 1 ,1 00 1 ,1 00 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

1 ,2 70 1 ,1 97 1 ,1 97 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

23 3 21 6 21 6 LA C T , LA T C Ite m  E xp ens ed  fo r  ow n  use  Y

86 1 85 6 85 6 LA C T , LA T C N o A B C  res pons e , ite m  e xpe nse d  fo r  ow n  u se Y

Copy to Taxpayer
Date: _________
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A B C D E F G H I J K

REF DATE
INVOICE 
NUMBER VENDOR STREET CITY, STATE,ZIP S

H
IP

 F
R

O
M

SHIP TO
PO 

NUMBER P
O

 
S

T
A

T
U

S
R

C
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S
U

E
D

ITEM

QUESTIONED EX-TAX PURCHASES OF 
CONSUMABLE SUPPLIES - TEST OF 1997 Permit SRAC 12-121212

Schedule: 12Y-1

Auditor J.C. Conlon
Date 09/09/99

31 1/31/1997 10344380 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 6880 T Wristband

32 1/31/1997 10457590 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 7094 T Janitorial Supplies

33 2/4/1997 10535860 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 7218 T Wristband

34 3/21/1997 10994090 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 7781 T Safety Signs

35 4/15/1997 10065250 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 7869 T Goggles

36 10/15/1997 10308650 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 7987 T Cleaning Solvents

37 10/24/1997 10344380 GLOBAL OFFICE SUPPLY 2900 1 St. Avenue New York, NY 10010 NY Torrance 8218 T Gloves

38 2/18/1997 61907304 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 6121 T Office Supplies

39 3/31/1997 61966941 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 6544 T SOLDER SYSTEM

40 6/30/1997 61977152 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 6716 T SOLDER SYSTEM

41 9/30/1997 62036983 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 7265 T SOLDER SYSTEM

42 11/28/1997 62080403 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 7311 T SOLDER SYSTEM

43 12/2/1997 62158709 MARSHALL INDUSTRIES 4001 S Wright Rd. Janesville, WI 53547-5004 WI Torrance 7500 T SOLDER SYSTEM

44 3/31/1997 802316 TECHNOLOGY TOOL INC.
5000 Apollo Rd., PO BOX 
900 Plymouth , PA 19462 PA Torrance Software

45 6/30/1997 801538 TECHNOLOGY TOOL INC.
5000 Apollo Rd., PO BOX 
900 Plymouth , PA 19462 PA Torrance RAM

46 9/30/1997 802346 TECHNOLOGY TOOL INC.
5000 Apollo Rd., PO BOX 
900 Plymouth , PA 19462 PA Torrance Cable

47 12/31/1997 803387 TECHNOLOGY TOOL INC.
5000 Apollo Rd., PO BOX 
900 Plymouth , PA 19462 PA Torrance Software

48 3/25/1997 879536 WYLE ENGINEERING 1400 Borregas Ave. Palm Coast, FL 32135 FL Torrance 6517 T
ISO Logic Forms 
Software

49 3/28/1997 882381 WYLE ENGINEERING 1400 Borregas Ave. Palm Coast, FL 32135 FL Torrance 6519 T Activator

50 3/28/1997 882373 WYLE ENGINEERING 1400 Borregas Ave. Palm Coast, FL 32135 FL Torrance 6530 T
View Logic Schematic 
Software

TOTAL

L M N O P Q R S

AMOUNT 
QUESTIONE

D
AMOUNT 
TAXABLE

DISTRICT 
MEASURE

DISTRICT 
CODE COMMENT A

B
C

 S
E

N
T

10
32

 S
E

N
T

11
64

 S
E

N
T

54 51 51 LACT, LATC No ABC response, item expensed for own use Y

584 584 584 LACT, LATC No ABC response, item expensed for own use Y

54 51 51 LACT, LATC No ABC response, item expensed for own use Y

674 670 670 LACT, LATC No ABC response, item expensed for own use Y

735 731 731 LACT, LATC No ABC response, item expensed for own use Y

478 475 475 LACT, LATC No ABC response, item expensed for own use Y

1,854 1,783 1,783 LACT, LATC No ABC response, item expensed for own use Y

1,535 1,507 1,507 LACT, LATC Item Expensed for own use Y

481 459 459 LACT, LATC Item Expensed for own use Y

1,351 1,351 1,351 LACT, LATC Item Expensed for own use Y

1,501 1,501 1,501 LACT, LATC Item Expensed for own use Y

491 491 491 LACT, LATC Item Expensed for own use Y

759 759 759 LACT, LATC Item Expensed for own use Y

138 138 138 LACT, LATC Item Expensed for own use Y

1,200 0 0 NONE Tax accrued by taxpayer Y

5 5 5 LACT, LATC Item Expensed for own use Y

918 902 902 LACT, LATC Item Expensed for own use Y

644 644 644 LACT, LATC Item Expensed for own use Y

897 897 897 LACT, LATC Item Expensed for own use Y

900 900 900 LACT, LATC Item Expensed for own use Y

31,697 24,763 24,763

Note: 1

Auditors can justify columns to make worksheet more presentable and do not have to conform with template default.

Note: 2

Schedules should be printed on legal size (8.5 x 14) or larger to conform to 0302.08.

Note: 3

All exhibits in this chapter were prepared using the audit macro package in Excel.   In order to efficiently utilize the district
tax pivot table, district tax measure should be scheduled as shown in the example above
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SUMMARY OF PURCHASES SUBJECT TO USE TAX BY PAGE TOTAL EXHIBIT 6

A B C D E F G H

PG
LINE 

START LINE END
AM O UNT 

QUESTIONED
AM O UNT 
TAXABLE

DISTRICT 
M EASURE

1 1 32 17,080 11,499 11,499
2 33 50 14,617 13,264 13,264

T O T AL 31,697 24,763 24,763

Q U EST IO N ED  EX -T AX  PU R C H ASES 
O F  C O N SU M ABLE SU PPLIES  - TEST  
O F  1997 PAG E T O T AL 

PER M IT     SR  AC   12-121212
SC H ED U LE: 12Y-1  page 3  of 3

AU D IT O R   J .C . C onlon
D AT E     09 /09 /1999

Note:

This schedule was generated using a pivot table. Using pivot tables
will not allow the period codes to be in the prescribed format of
1Q-96, 2Q-96, etc.

Copy to Taxpayer
Date: _________
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SUMMARY OF DIFFERENCES [414–A2] EXHIBIT 7

        SUMMARY OF DIFFERENCES SCHEDULE 12
PERMIT 12-121212
AUDITOR J.C.Conlon
DATE 10/01/1999

A B C D E F G H
<12R> <12S> <12T> <12U> <12V> <12W> SUM(B..G)

REF PERIOD
TOTAL 
SALES

PURCHASES 
SUBJECT TO 

USE TAX RESALES LABOR
INTERSTATE 
COMMERCE BAD DEBTS

MEASURE OF 
STATE AND 

COUNTY TAX

1 3Q-98 325 536 490 588 495 2,434

2 4Q-98 1,760 729 701 449 1,420 5,059

3 1Q-99 615 910 591 205 835 3,468 6,624
4 TOTAL 2,700 2,175 1,782 1,242 2,750 3,468 14,117

5 <414A-1>
6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Note:

A separate schedule is required for each area of non-compliance.  This
schedule is used for upload purposes and should be superseded and placed
in the back of the AWP's.

Copy to Taxpayer
Date: _________
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INDEX TO AUDIT WORKING PAPERS [BOE–495] EXHIBIT 8

★★

State of California

INDEX TO AUDIT WORKING PAPERS Board of Equalization

Auditor Date

Permittee Account Number:

( X )

SCHEDULE WORKSHEET TITLE OF SCHEDULE PAGES If Copy

NUMBER NAME FROM - TO To T.P.

12 414-A2         SUMMARY OF DIFFERENCES 1 YES 7
1 1          TOTAL SALES SUMMARY (EX-TAX) 1 2 9

1A 1A          RECORDED SALES 1 10

1B 1B
         MARK-UP ANALYSIS - TAXABLE 

SALES 1 11
1C 1C          UNRECORDED SALES 1 12

1D 1D
         UNRECORDED SALES OF CAPITAL 

ASSETS 1 13
1E 1E          SALES TO EMPLOYEES 1 14

1F 1F
FEDERAL INCOME TAX RETURNS FOR 

CORPORATIONS 1 2 15

2 2 
PURCHASES SUBJECT TO USE TAX 

SUMMARY 1 2 16

2A 2A
TRANSFERS FROM EX-TAX INVENTORY 

FOR OWN USE 1 17

2B 2BP.1

ADDITIONAL CONSUMABLE SUPPLIES
SUBJECT TO USE TAX - AUDIT PERIOD

1 2 18

2B-1 2B1
QUESTIONED EX-TAX PURCHASES OF 

CONSUMABLE SUPPLIES - AUDIT PERIOD 1 18A
4 4          SALES FOR RESALE SUMMARY 1 2 19

4A 4A         PERCENTAGE OF DISALLOWANCE 1 20

4A-1 4A-1P1
QUESTIONED CLAIMED RESALE  SALES - 

STATISTICAL SAMPLE 1 21
4A-1a XYZ LETTER 1 21

4A-2 4A-1P2
SAMPLE BASE FOR RESALE TEST- 

STATISICAL SAMPLE 1 22
4B 4B         STAT SAMPLE EVALUATION 1 23

6 6         LABOR SALES SUMMARY 1 24
6A 6A Quarterly Analysis of Disallowed Labor Sales 1 25
6A 6AP2 District Analysis of Labor Sales Disallowances 1 2 26

6A-1 6A-1
QUESTIONED CLAIMED LABOR SALES - 

AUDIT PERIOD 1 27

8 8 
        INTERSTATE AND FOREIGN 

COMMERCE 1 28
10 10         BAD DEBTS SUMMARY 1 29

16 16 
        SALES TO AIRCRAFT COMMON 

CARRIERS 1 30
A8.1 A8.1         BART TAXABLE MEASURE SUMMARY 1 31

8.1A 8.1A
        DISALLOWED RESALES SUBJECT TO 

BART TAX 1 32

A8.1A-1 A8.1A-1
        PERCENTAGE OF DISALLOWANCE OF 

RESALES SUBJECT TO BART TAX 1 33
A8.2 A8.2         LACT TAXABLE MEASURE SUMMARY 1 34

A8.2A A8.2A
        DISALLOWED RESALES SUBJECT TO 

LACT TAX 1 35

A8.2A-1 A8.2A-1
        PERCENTAGE OF DISALLOWANCE 

OF RESALES SUBJECT TO LACT TAX 1 36

J.C. Conlon

ABC Company

10/01/1999

SR AC 12-121212

★ Audit Manual Exhibit Number
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P

A
G
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F 2

         TO TA L SALES SU M M A RY (EX-TA X) SC H ED ULE 1   page 1  o f 2
PE RM IT SR   AC  12-121212
AU D ITO R J.C . C onlon
D ATE 10/01/1999

A B C D E F G H I J K L
<1A> <1C> <1D> <1E> (B+C+D+E) <414> (F-G)

ANALYSIS  OF DIFFERENCE

RE
F PE RIOD

REC O RD ED 
SALES

UN REC O RD
ED SALES

SALES OF  
FIX ED 

ASSET S
SALES TO  

EM PLO YEES
AUD IT ED 

SALES REPO R T ED SALES DIF FEREN CE

UN REC O RDED  
M AT ERIAL 

SALES

SALES OF  
FIX ED 

ASSET S
SALES TO  

EM PLO YEES

1 3Q -98 58,695 325 59,020 58,695 325 325
2 4Q -98 61,354 1,600 160 63,114 61,354 1,760 1,600 160
3 1Q -99 49,954 900 215 51,069 49,954 1,115 400 215
4 TO TA L 170,003 900 1,600 700 173,203 170,003 3,200 400 1,600 700
5 * * *
6 VERIFICATIO N CO M M ENTS
7
8 TYP E S  O F TR A N S A C TIO N S
9

10 The taxpayer is  a  re ta ile r o f e lectrica l supp lies w ith  a  m achine shop for m ak ing custom ized
11 parts  fo r spec ial o rders.  Som e repa ir w ork is  done.  The taxpayer has two locations:  Los 
12 Angeles  and San Franc isco.  Sa les  are  recorded and reported on the accrua l bas is and sa les  
13 tax re im bursem ent is  added to  the se lling  price  o f m ateria ls so ld.
14

15 S O U R C E  O F D A TA , A U D IT P ER IO D
16
17 G enera l ledger, sa les  journal, cash rece ip ts  journa l, genera l journa l, sa les  tax re turns, and
18 other re la ted docum entation.
19
20 V E R IFIC A TIO N  AN D  FIN D IN G S
21
22 Sales are  in itia lly recorded by the taxpayer a t the  tim e o f sa le  on num erically sequenced invo ices.
23 The invo ices were hand posted to  a  m anually prepared sa les journa l th rough D ecem ber 1998.
24 Beginn ing January 1999,  the  taxpayer posted sa les  invo ices to  a com puter generated sa les
25 journal.  Both  the hand and com puter generated sa les  journa ls segregated sa les  by type o f sale ;
26 Taxab le , resa le , repa ir, labor, U .S . G overnm ent, and in ters ta te com m erce.  Separate  sa les
27 journals  are  prepared for each location and are  com bined w hen posted to  the genera l ledger.
28
29
30

M N
(J+K+L) <6>

E

T O T AL
CO N T RA 
LABO R

325
1,760

615 -500
2,700 -500

<414-A2> <Contra 
Line 6>

 Note:

The  *  referenced above refers
to the upload schedule and is
to be broken out by separate
non-compliance codes.

Copy to Taxpayer
Date: _________
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         TOTAL SALES SUMMARY (EX-TAX) SCHEDULE 1  page 2 of 2
PERMIT 12-121212
AUDITOR J.C. Conlon
DATE 10/01/1999

A B C D E F G H I J K L

REF   
1
2 VERIFICATION AND FINDINGS - Continued
3

4 Total sales were transferred from the sales journal  on <1A>.  Sales invoices were traced into
5 the sales journal for two complete recording cycles: July 1998 and January 1999.  One unrecorded
6 sale was noted <1C>.  No recurring errors were indicated so no further examination was done.
7

8 Sales journal totals were traced to the general ledger for the audit period.  No errors were noted.
9

10 The general journal and capital asset accounts were examined in detail for the entire audit period.  
11 One ex-tax sale was disclosed and scheduled on <1D>.
12

13 A markup analysis was done on taxable sales <1B> resulting in a 65.16% mark-up.  This was
14 considered adequate for this type of business.  Recorded sales were accepted with the above 
15 exceptions.
16

17 Total sales reported were reconciled with total sales per the 1998 federal income tax return on
18 <1F>.  No material differences were disclosed and no unreported sales were indicated.
19

20 Total sales do not include sales tax which is accrued in the general ledger.  Examination of
21 the accrual account did not disclose any excess sales tax reimbursement or unreported taxable
22 sales.
23

24 The taxpayer's business was closed from January 17, 1999 through January 25, 1999 due to 
25 labor troubles.
26

27

28

29

30

T
O

TA
L S

A
L

E
S S

U
M

M
A

R
Y

E
X

H
IB

IT 9
P

A
G

E 2 O
F 2

Copy to Taxpayer
Date: _________
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RECORDED SALES [1A] EXHIBIT 10

         RECO RDED SALES SCHEDULE 1A
PERM IT 12-121212
AUDITO R J.C . Conlon
DATE 09/25/1999

A B C D E F G H
<=================<SALES JO URNAL>==========>  SUM  (B..F)

REF PERIO D
TAXABLE 
<EXTAX> RESALE

U.S. 
G O V'T

INTERSTATE 
CO M M ERCE LABO R TO TAL

1

2 JULY 13,007 3,133 350 140 695

3 AUG 18,003 2,076 180 620 478

4 SEP 16,015 3,163 420 40 375

5 3Q -98 47,025 8,372 950 800 1,548 58,695

6

7 O CT 19,273 2,486 389 900 710

8 NO V 16,236 2,874 576 1,140 208

9 DEC 8,334 5,999 435 1,580 214

10 4Q -98 43,843 11,359 1,400 3,620 1,132 61,354

11

12 JAN 9,209 2,157 675 1,865 452

13 FEB 11,765 3,868 200 420 617

14 M AR 13,376 4,072 545 525 208

15 1Q -99 34,350 10,097 1,420 2,810 1,277 49,954
16 TO TAL 125,218 29,828 3,770 7,230 3,957 170,003

17 <1B> <1B> <1B> <1B> <6> <1>
18 <4> <8>
19 <A11.1A-1>
20 <A11.1A-2>
21

22

23

24

25

26

27

28

29

30

Instructional Note:

In general, figures and other data from the taxpayer's records
should not be transcribed to the audit working papers without good
reason.  However, for illustration purposes a summary schedule of
recorded sales has been prepared for this sample audit.

Copy to Taxpayer
Date: _________
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MARKUP ANALYSIS [1B EXHIBIT 11

Copy to Taxpayer
Date: _________

         M A R K -U P  A N A LY S IS  - TA X A B LE  S A LE S S C H E D U LE 1B

P E R M IT 12-121212

A U D ITO R J.C . C on lon
D A TE 09/21/1999

A B C D E F G H

REF

07/01/1998  
to

 3 /31 /1999

1

2 <1A> TAXABLE SALES (EXTAX) 125,218
3

4 * CO ST O F SALES 112,932
5

6 LESS: CO ST O F SALES @  10%  M ARK-UP
7 <1A>    R ESALES 29,828
8 <1A>    U .S . G O VT 3,770
9 <1A>    INTERSTATE C O M M ER CE 7,230
10 40,828 X  .909090 37,116
11

12 (Line 4-10) CO ST O F TAXABLE SALES 75,816
13

14 (Line 2-12) G RO SS PR O FIT 49,402
15
16 (Line 14/12) M AR K-UP 65.16%

17

18 * Beginn ing Inventory 0
19 Total Purchases: 3Q -98 41,787
20 4Q -98 42,470
21 1Q -99 34,008 118,265
22 Less: Ending Inventory -5,333
23      Cost of Sales 112,932

24 <L ine 4>
25 Com ments
26 D iscussion  w ith sales m anager indica ted  tha t sales fo r resale, U .S. G ov't, and
27 In terstate  sales were  m ade at consie rably less m ark-up than taxable sales.  He 
28 estim ated  tha t the average m ark-up on  these sales w as 10% . A  test of a  few  
29 invoices substan tiated the estim ate . Cost of these sa les has been e lim inated a t
30 the 10%  m ark-up so  tha t a com putation cou ld  be  m ade of the m ark-up on taxab le  
31 sales as above.
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UNRECORDED SALES [1C] EXHIBIT 12

         U N R E C O R D ED  SALES SC H ED U LE 1C
PER M IT 12-121212
AU D IT O R J.C  C on lon
D A TE 09/21 /1999

A B C D E F G H

REF
IN V O IC E  

D A TE
IN V O IC E  
N U M B ER C U ST O M ER D E SC R IP T IO N AM O U N T

1

2 01/07 /1999 2727 Peter G abrie l R epa irs  and  add itions  to  

3 1007 S ledgeham m er B lvd . in tero ffice  com m unica tion
4 San F rancisco system . 900

5 <1>
6

7 Com m ents
8 In  January 1999 the  taxpayer changed over from  a  hand posted  to  an au tom ated  accounting

9 system .  O bvious posting  and  record ing  e rrors  w ere  m ade during  the  changeover.  Journa l

10 entries  were  p repared  to  adjust fo r the e rro rs , how ever, an  invo ice  wh ich  had  no t been recorded

11 w as over looked .  In  v iew  o f the  na tu re o f the e rro r and  the  qua lity o f in te rna l con tro l p resen t,

12 the  erro r w as cons idered  non-recurring.

13

14

15 Invo ice  B reak dow n

16

17 M ateria l 400 <A8.1>
18 Labor 500 <6>
19 Subto ta l 900

20 T ax on  M ateria l 34
21 T otal 934

22

23

24

25

26

27

28

29

Copy to Taxpayer
Date: _________
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UNREPORTED SALES OF CAPITAL ASSETS [1D] EXHIBIT 13

         U N R EC O R D ED  SALES O F C APITAL ASSETS SC H ED U LE 1D
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/12/1999

A B C D E F G H

REF D ATE

JO U R N AL 
EN TR Y 

R EFER EN C E D R . C R .

1

2 11/09/1998 J 11-6 AC C O U NT  R EC EIVABLE - JAC K R EYN O LD S 1,600

3 R ESER VE FO R  DEPR EC IAT IO N 1,565

4 AU TO M O TIVE EQ U IPM EN T 2,684

5 G AIN  O N  SALES O F C APIT AL ASSETS 481

6

7 "TO  R EC O R D  SALE O F  FO R K LIFT  TO  

8 JAC K R EYN O LD S"

9
10 TAXABLE AM O U NT 1,600

11 <1>
12

13

14 COMM ENTS
15 TH E ABO VE SALE W AS M AD E BY T AXPAYER 'S SAN  FR AN C ISC O  LO C ATIO N .  TH E 

16 FO R KLIFT  W AS U SED  IN  TH E TAXPAYER 'S W AR EH O U SE AN D  W AS SH IPPED  VIA

17 C O M M O N  C AR R IER  TO  TH E PUR C H ASER  IN  M O JAVE.

18

19

20

21

22

23

24

25

26

27

28

29

30

Copy to Taxpayer
Date: _________
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SALES TO EMPLOYEES [1E] EXHIBIT 14

         SALES T O  EM PLO YEES SC H ED U LE 1E
PER M IT 12-121212
AU D IT O R J.C . C on lon
D AT E 09/21/1999

A B C D E F G H
(C+D)

REF PER IO D R EFER EN C E
LO S 

AN G ELES
SAN  

FR AN C ISC O T O T AL

1 JU LY C R -6 90 26 116

2 AU G C R -12 78 20 98

3 SEP C R -19 80 31 111
4 3Q -98 248 77 325

5
6 O C T C R -25 50 25 75

7 N O V C R -34 20 28 48

8 D EC C R -39 25 12 37
9 4Q -98 95 65 160

10
11 JAN C R -42 55 15 70

12 FEB C R -46 71 30 101

13 M A R C R -51 31 13 44
14 1Q -99 157 58 215
15 T O T AL 500 200 700

16 <A8.1> <A8.1> <1>
17

18
19 COM M ENTS
20 T he com pany has a  po licy o f se lling goods to em ployees out of resa le inventory.  R esa le
21 cards w ere  issued for m erchand ise so ld to em ployees.  T here w as no m isuse o f resa le

22 certif ica tes  s ince  the  goods w ere  intended to be reso ld w hen purchased.    A ll  em ployee

23 sales  are m ade for cash and are  segregated  be tw een bo th o f  the  loca tions  in   the cash
24 rece ipts  journal.  T he aud itor advised  the   taxpayer  that em ployee sales   shou ld  be self-

25 reported  on  fu ture retu rns .

26
27

28
29

30

Copy to Taxpayer
Date: _________
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RECONCILIATION WITH F.I.T.R.’S AND MARKUP ANALYSIS [1F] EXHIBIT 15
PAGE 1 OF 2

A B C D E

REF

7/1/97
to

12/31/97
1998 1999

1 G R O SS  R E C E IPT S 120,050 840,350 882,368
2 B EG IN N IN G  IN V EN T O R Y 4,300 30,100
3 P U R C H A SE S 82,998 580,986 610,035
4 C O S T  O F LA BO R
5 O T H E R  C O S T S
6 E N D IN G  IN VE N T O R Y 4,300 30,100 31,605
7 C O S T  O F G O O D S S O LD ( L2+L3+L4+L5-L6 ) 78 ,698 555,186 608,530
8 G R O SS  P R O FIT ( L1-L7 ) 41 ,352 285,164 273,838
9 O T H E R  IN C O M E 1,600
10 T O T A L IN C O M E ( L8+L9 ) 42 ,952 285,164 273,838
11 D E D U C T IO N S:
12 C O M P E N SA T IO N  T O  O FFIC E R S 12,000 60,000 63,000
13 S ALA R IE S A N D  W AG E S 15,000 75,000 78,750
14 R E PA IR S  AN D  M A IN T E N AN C E 1,500 1,575
15 B AD  D EB T S 25,000 26,250
16 R E N T S
17 T A X E S A N D  L IC E N SE S
18 IN T E R E ST 1,000 1,050
19 C H A R IT A BLE C O N T R IBU T IO N S 300 315
20 D E PR E C IA T IO N 7,500 30,000 31,500
21 D E PLE T IO N 15,505 16,280
22 A D VE R T IS IN G 3,450 3,623
23 P EN S IO N , P R O FIT -SH AR IN G , EX T . 1,000 1,050
24 E M PLO YEE  B EN E FIT  P R O G R AM S 1,000 1,050
25 O T H E R  D E D U C T IO N S 512 2,048 2,150
26 T O T A L D E D U C T IO N S ( L12:L25 ) 35 ,012 215,803 226,593
27 NET INCOM E ( L10-L26 ) 7,940 69,361 47,245

28 G R O SS  R E C E IPT S  PE R  F IT R (L1) 120,050 840,350 882,368

29
S ALE S T AX  IN C LU D E D  IN  
F IT R  G R O S S R EC EIP T S

30
E X -T A X  G R O S S R EC E IP T S 
R E PO R T E D  T O  B O E ( 414-M  ) 120,049 840,351 882,367

31 DIFFERENCE ( L28-L29-L30 ) 1 -1 1

FED ER A L IN C O M E  T AX  
R E T U R N S  FO R  
C O R P O R AT IO N S

P ER M IT  S R  AC  12-121212
S C H ED U LE         1F  page 1  of 2

A U D IT O R     J .C . C O N LO N
D A T E   09/08/1999

Copy to Taxpayer
Date: _________
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January 2000

RECONCILIATION WITH F.I.T.R.’S AND MARKUP ANALYSIS EXHIBIT 15
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

A B C D E F G
( B..F )

REF

7/1/97
to

12/31/97
1998 1999

TOTAL

1 TOTAL SALES EX-TAX 120,050 840,350 882,368 1,842,768  

2 COST OF GOODS SOLD 78,698  555,186    608,530  1,242,414  

3 GROSS MARGIN ( L1-L2 ) 41,352  285,164    273,838  600,354     

4 MARKUP ( L3/L2 ) 52.55% 51.36% 45.00% 48.32%

FEDERAL INCOME TAX RETURNS 
FOR CORPORATIONS PERMIT     SR AC 12-121212

SCHEDULE            1F page 2 of 2

AUDITOR        J.C. CONLON
DATE                   9/09/1999



AUDIT MANUAL

January 2000

PURCHASES SUBJECT TO USE TAX [2] EXHIBIT 16

Note:

The *  referenced above refers to the upload schedule and is to be
broken out by separate non-compliance codes.

Copy to Taxpayer
Date: _________

A B C D E F G
<2A > <2B > (C +D )

REF PERIOD

TRANSFERS 
FROM

EX-TAX 

EX-TAX 
PURCHASES

FROM OUT OF 
1 3Q -98 261 275 536
2 4Q -98 251 349 600
3 1Q -99 161 878 1,039
4 T O T A L 673 1,502 2,175
5 * * <414-A2>  
6
7 VERIFICATION COMM ENTS
8
9 T ypes of T ransactions
10 T he taxpayer purchases som e supplies  from  unregiste red out-o f-s ta te  vendors  and a lso m akes
11 regular w ithdraw als  for ow n use from  ex-tax  inventory.
12
13 S ource  of D ata
14 P aid  b ills , genera l ledger, and genera l journal for the audit period.
15
16 V erification
17 T he taxpayer m ainta ins  a ll vendor invo ices in  an a lphabetica l file  by vendor.
18
19 E xam ined the  purchases file  on an ac tua l basis s ince  it con ta ined a ll invo ices for the audit
20 period.   Ex-tax purchases o f expense item s were schedu led  on <2B>.   R eported am ounts  
21 on line 2  were purchases from  a  s ing le , un regis tered , out-o f-s ta te vendor.
22
23 T he genera l ledger capita l asse ts and expense  accounts  were reviewed fo r possib le  purchases
24 subject to  use tax.   W ithdrawals   from  ex-tax  inven tory for the taxpayer's  own use were schedu led
25 on <2A>.   N o additional purchases sub jec t to  use  tax  noted.
26
27 F indings
28 A )   W ithdrawals from  ex-tax inventory fo r own use not reported.
29 B )   Supply purchases from  out-of-sta te vendors subjec t to  use tax not reported.
30

P U R C H AS ES  S U BJEC T  T O  U SE  T AX  
S U M M A R Y P ER M IT        S R  AC  12-121212

S C H ED U LE                           2

A U D IT O R               J .C . C on lon
D A TE                      09/09 /1999



AUDIT WORKING PAPERS

January 2000

TRANSFERS FROM EX-TAX INVENTORY FOR OWN USE [2A] EXHIBIT 17

Copy to Taxpayer
Date: _________

A B C D E F G H

REF DATE REFERENCE DESCRIPTION
LOS

ANGELES
SAN

FRANCISCO TOTAL
1 07/31 /1998 J7-19 M ISCELLANEO US ELECTRICAL SUPPLIES 70 38 108
2 08/31 /1998 J8-17 S AM E 40 52 92
3 09/30 /1998 J9-23 S AM E 21 40 61
4 3Q -98 131 130 261
5
6 10/31 /1998 J10-17 S AM E 16 38 54
7 11/30 /1998 J11-20 S AM E 15 14 29
8 12/31 /1998 J12-28 S AM E 50 118 168
9 4Q -98 81 170 251
10
11 01/31 /1999 J1-14 S AM E 32 32
12 02/28 /1999 J2-18 S AM E 52 29 81
13 03/31 /1999 J3-25 S AM E 14 34 48
14 1Q -1999 66 95 161
15 T O T AL 278 395 673
16 <A8.2> <A8.1> <2>
17
18
19
20
21
22
23
24
25
26
27
28
29
30

T R A N SF E R S  FR O M  EX -T A X  
IN V EN T O R Y FO R  O W N  U SE P ER M IT     S R  AC  12-121212

S C H E D U LE                      2A

A U D IT O R             J .C . C on lon
D A T E                   09 /09 /1999



AUDIT MANUAL

January 2000

QUARTERLY ANALYSIS OF CONSUMABLE SUPPLIES [2B] EXHIBIT 18A
PAGE 1 OF 2

Copy to Taxpayer
Date: _________

A B C D E F
<2B-1> <2B-1>

REF
QUESTIONED SUPPLY

PURCHASES
ADDITIONAL TAXABLE
SUPPLY PURCHASES

ADDITIONAL TRANSIT TAX
M EASURE

1 D ata
2 Years D ATE Sum  of AM O U N T Q U EST IO NED Sum  of AM O U N T TAX ABLE Sum  of D ISTR IC T M EASU R E
3 1998 Q tr1
4 Q tr2
5 Q tr3 293 275 275
6 Q tr4 371 349 349
7 1999 Q tr1 878 878 878
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand Tota l 1,542 1,502 1,502
12 <2>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

AD DIT IO N AL CO N SU M ABLE SU PPLIES
SU BJEC T TO  U SE TAX  - AU D IT  PER IO D PER M IT                   12-121212

SC HED U LE        2B page 1  of 2

AU DIT O R              J .C . C onlon
D ATE                    09/09/1999



AUDIT WORKING PAPERS

January 2000

QUARTERLY ANALYSIS OF CONSUMABLE SUPPLIES EXHIBIT 18A
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

Note:

LATC,SFTA & SFPF are not referenced in this example.

A B C D E F G H
<--------------------<2B -1>------------------>

REF LACT LATC BART SFTA SFPF
1 D a ta
2 Years D A T E S um  o f LA C T S um  o f LA T C S um  o f B A R T S um  o f S F T A S um  o f S F P F
3 1998 Q tr1
4 Q tr2
5 Q tr3 190 190 85 85 85
6 Q tr4 109 109 240 240 240
7 1999 Q tr1 749 749 129 129 129
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand  T o ta l 1 ,048 1 ,048 454 454 454
12 <A 8.2> <A 8.1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

A D D IT IO N A L C O N S U M A B LE  S U P P LIE S  
S U B JE C T  T O  U S E  T A X  - A U D IT  P E R IO D
B Y  D IS T R IC T

P E R M IT     12-121212
S C H E D U LE   2B  page  2  o f 2

A U D IT O R    J .C . C on lon
D A T E   09 /09 /1999
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 18BCopy to Taxpayer
Date: _________

A B C D E F G H I J K L

REF DATE
INVO ICE 
NUM BER VENDO R STREET CITY, STATE,ZIP SH

IP
 F

RO
M

SH IP TO PO  N UM BER PO
 

ST
AT

US
RC

 IS
SU

ED

ITEM

AM OUNT 
QUESTIONE

D

1 07/13/1998 42379 AA A C O R P 1000 M eyer Lane El M onte, C A 91731 C A T orrance 6131 Y Business C ards 190

2 07/25/1998 46604
BO W ER   
M AN U FAC T U R IN G 100 M ayer S treet E l M onte, C A 91731 C A T orrance Business C ards 18

3 09/03/1998 1727 B & R  IN C . 3225 N . C entury P laza Phoen ix , AZ 85012 AZ
San 
Franc isco  Brochures 85

4 11/17 /1998 27234 C A L P R IN T IN G 706 P eck  R oad
R edondo Beach, C A  
90278 C A T orrance 6868 Y Form s 109

5 12/08 /1998 27328 C A L P R IN T IN G 706 P eck  R oad
R edondo Beach, C A  
90278 C A

San 
Franc isco 6900 Y Form s 140

6 12/10 /1998 27491 C A L P R IN T IN G 706 P eck  R oad
R edondo Beach, C A  
90278 C A T orrance 6933 Y Form s 22

7 12/14/1998 274222201 D E LU X E  ST A TIO N A R Y BO X  99031 M ilw aukee, W I 53288 W I
San 
Franc isco Fo lders 100

8 01/07/1999 279505001 D E LU X E  ST A TIO N A R Y BO X  99031 M ilw aukee, W I 53288 W I
San 
Franc isco Fo lders 129

9 01/24/1999 298276701 D E LU X E  ST A TIO N A R Y BO X  99031 M ilw aukee, W I 53288 W I T orrance Binders 200

10 01/25/1999 1997
M AR S H ALL 
IN D U ST R IE S 3000 M alt A ve. C om m erce, C A 90040 C A T orrance 6868 FO R M S 150

11 02/20/1999 1308
W YLE  C O M PU T ER  
C O M PA N Y 25 Illino is B lvd . Schaum burg, IL  60194 IL T orrance 6399

C om puter &  O ffice  
Supplies 160

12 02/28/1999 1490
W YLE  C O M PU T ER  
C O M PA N Y 25 Illino is B lvd . Schaum burg, IL  60194 IL T orrance 6476

C om puter &  O ffice  
Supplies 130

13 03/30/1999 1678
W YLE  C O M PU T ER  
C O M PA N Y 25 Illino is B lvd . Schaum burg, IL  60194 IL T orrance 6571

C om puter &  O ffice  
Supplies 109

1,542

Q UESTIO NED EX-TAX PURCHASES O F 
CO NSUM ABLE SU PPLIES - AUDIT  PERIOD PE R M IT         S R  A C  12-121212

SC H ED U LE                       2B-1

AU D IT O R                J .C . C on lon
D A TE                          09/09 /99

C om m ents :
Purchase invo ices  fo r the aud it period  w ere  exam ined. Item s scheduled  w ere  charged to  expense accounts .  T he taxpayer w as 
a llow ed adequate  tim e to  ob tain  "ABC " lette rs.  U se tax  w as assessed on purchases  from  vendors no t reg is te red  w ith the  B oard 
or when no response w as  rece ived from  an "ABC " inqu iry.

M N O P Q R S

AM OUNT 
TAXABLE

DISTRICT 
M EASURE DISTRICT CO DE CO M M ENT AB

C 
SE

NT
10

32
 S

EN
T

11
64

SE
NT

190 190 LAC T , LA TC
N o m isuse o f resa le  card  ind ica ted. 
T axpayer purchases other item s fo r 

0 0 LAC T , LA TC N o R esa le  C ard  provided y

85 85
BA R T ,S FT A,S FP
F Item  Expensed fo r own use Y

109 109 LAC T , LA TC
N o m isuse o f resa le  card  ind ica ted. 
T axpayer purchases other item s fo r 

140 140
BA R T ,S FT A,S FP
F

N o m isuse o f resa le  card  ind ica ted. 
T axpayer purchases other item s fo r 

0 0 LAC T , LA TC
N o m isuse o f resa le  card  ind ica ted. 
T axpayer purchases other item s fo r 

100 100
BA R T ,S FT A,S FP
F

N o tax reported  by vendor per A BC  
letter Y

129 129
BA R T ,S FT A,S FP
F

N o tax reported  by vendor per A BC  
letter Y

200 200 LAC T , LA TC
N o tax reported  by vendor per A BC  
letter Y

150 150 LAC T , LA TC
N o m isuse o f resa le  card  ind ica ted. 
T axpayer purchases other item s fo r 

160 160 LAC T , LA TC Item  Expensed fo r own use Y

130 130 LAC T , LA TC Item  Expensed fo r own use Y

109 109 LAC T , LA TC Item  Expensed fo r own use Y

1,502 1,502

<2B > <2B >

Note: 1 In the event a taxpayer asserts that the use tax on a questioned purchase was remitted to the Board by the vendor
either on his or her tax return or audit determination, an ABC letter should be sent.   To assist the taxpayer in
satisfying their use tax obligation, the Board has developed the Form BOE-503 (hereafter called the "ABC" Letter)
procedure.

Note: 2 Schedules should be printed on legal size (8.5 x 14) or  to conform to 0302.08. All exhibits in this chapter were
prepared using the audit macro package in Excel.   In order to efficiently utilize the district tax pivot table, district
tax measure should be scheduled as shown in the example above.



AUDIT WORKING PAPERS

January 2000

SALES FOR RESALE SUMMARY [4] EXHIBIT 19
PAGE 1 OF 2

Copy to Taxpayer
Date: _________

         SALES FO R  R ESALE SUM M A RY SC H ED ULE 4 page 1 of 2
PER M IT 12-121212
AU D ITO R J.C. Conlon
D ATE 09/14/1999

A B C D E F G H I
<1A> <4A> (B xC ) (B -D) <414> (F-E)

R ESALE SALES ANALY SIS O F D IFFER EN C E

R EF PER IO D
R EC O R D ED  

R ESALES
PER C EN TA G E O F 
D ISALLO W AN C E

D ISALLO W ED  
R ESALES

AU D IT ED  
R ESALES

C LAIM ED  
R ESALES D IFFER EN C E

D ISALLO W ED  
R ESALES

ER R O R S IN  
PR EPAR IN G  

R ET U RN S

1 3Q -98 8,372 5.85% 490 7,882 8,372 490 490 0

2 4Q -98 11,359 5.85% 665 10,694 11,395 701 665 36

3 1Q -99 10,097 5.85% 591 9,506 10,097 591 591 0
4 TO TAL 29,828 1,746 28,082 29,864 1,782 1,746 36

5 <414-A2> * *

6
7 VERIFICATION COMMENTS
8

9 T ypes o f T ransactions
10 S a les fo r resa le  a re  m a in ly  to  e lectrica l supp ly and  ha rdw are  re ta ile rs .
11

12 S ource o f D a ta
13 S a les journa l, sa les  invo ices, custom er P .O .'s , resa le  ca rd  file , and o the r re la ted
14 docum en ta tion  fo r the  aud it pe riod .
15

16 V erif ica tion  and F ind ings
17 A  sta t sam ple  w as  m ade  o f sa les fo r resa le .  T he sam p le  s ize  w as ca lcu la ted  based
18 on  the  resu lts  o f the  b lock  sam p le  used  in  the  p rio r aud it <4B -1> .  T he  sam p le  w as
19 se lec ted  us ing the  B oa rd 's  P .C . random  sam p le  p rogram .
20

21 S am ple  invo ices, am oun ts and questioned  transac tions a re  schedu led  on <4A -1  page 1>.
22 R esa les w ere traced  to  resa le  ca rds m ain ta ined  by the  taxpaye r.  T he  taxpaye r w as
23 ab le  to  es tab lish  tha t m ost o f the  questioned transactions w ere  va lid  sa les fo r resa le .
24 A  pe rcen tage  o f d isa llow ance  (5 .85% ) w as ca lcu la ted on  <4A >.
25

26 A  po rtion  o f the  d isa llow ed  resa les  w ere  the resu lt o f a  transpos ition  e rro r by the
27 taxpayer w hen p repa ring the  4Q -98  re tu rn .
28

29

30
Note: 1

Schedule 4B-1, "Calculation of Sample Size", is not shown in this sample audit.
For an example of the sample size calculation, see Chapter 13, Exhibit 13.

Note: 2

The *  referenced above refers to the upload schedule 12 and is to be broken
out by separate non-compliance codes.



AUDIT MANUAL

January 2000

SALES FOR RESALE SUMMARY EXHIBIT 19
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

Note:

As part of the pivot table process a column will be generated
(column H).  This happens when there is no description on the
auditors worksheet under district taxes.

A B C D E F G H
<4A -1> <4A -1> <4A -1> <4A -1> <4A -1> <4A -1>

REF LACT LATC BART SFTA SFPF
NO TRANSIT

TAX
1 D a ta
2 Y ears D A T E S um  o f LA C T S um  o f LA T C S um  o f B A R T S um  o f S F P F S um  o f S F T A S um  o f N O N E
3 1998 Q tr1
4 Q tr2
5 Q tr3 33 33 60 60 60 0
6 Q tr4 29 29 24 24 24 37
7 1999 Q tr1 44 44 124
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand  T o ta l 106 106 84 84 84 161
12 <A 8 .2> <A 8 .1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

D is a llow ed  S a les  fo r R esa le  B y  
D is tric t P E R M IT     S R  A C  12 -1212 12

S C H E D U LE             4  page  2  o f 2

A U D IT O R           J .C . C on lon
D A T E                  09 /09 /1999



AUDIT WORKING PAPERS

January 2000

PERCENTAGE OF DISALLOWANCE [4A] EXHIBIT 20

Copy to Taxpayer
Date: _________

        P E R C E N T A G E  O F  D IS A LLO W A N C E S C H E D U LE 4A
P ER M IT 12-121212
A U D IT O R J.C . C on lon
D A T E 09/14/1999

A B C D E F G H
<4A-2> <4A-1> (C/B)

REF
R E S A LE S  
T E S T ED

D IS A LLO W ED  
R E S A LE S

P ER C E N T A G E 
O F  

D IS A LLO W AN C E

1
2 T O T A L 6 ,007 351 .00 5 .85%

3 <A8.1A-1> <4>
4 <A8.2A-1>
5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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P

A
G

E 1 O
F 2

A B C D E F G H I J K

REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUMBER P

O
 

S
T

A
T

U
S

ITEM

AMOUNT 
QUESTIONE

D
AMOUNT 
TAXABLE

1 08/09/1998 195
TURNER'S TOOL 
CO. 3434 Arrow Highway Santa Ana, CA 92708   Envelopes 82 0

2 09/11/1998 239
OVERLAKE PRESS 
INC. 3433 Rosewood Road Compton, CA 90221 C0012345  Holiday Greeting Cards 30 30

3 09/18/1998 242
MESSENGER 
TOOLING, INC

22323  Washington 
Blvd

San Francisco, CA 
94420   Signs 60 60

4 10/21/1998 243
COLOR SERVICE 
INC. 3433 Hollywood Blvd

North Hollywood, CA 
91606 CAL-130547  Transparency 3 3

5 10/27/1998 245 RALPH & COMPANY
3434 Long Arrow 
Highway Mojave, CA 93503   Brass Hardware 37 37

6 11/01/1998 257
GREEN 
CORPORATION

2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123014  Silver Foam Covers 46 0

7 11/05/1998 270
GREEN 
CORPORATION

2345 West Bridgeport 
Road Los Angeles, CA 90026 ABC123612  Hangers 28 0

8 11/09/1998 280
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551002 NT Solvents 86 0

9 11/11/1998 294
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551125 NT Light Bulbs 62 0

10 11/12/1998 350
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551300 NT Polishing Cream 20 0

11 11/15/1998 362
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4551456 NT Miracle Wax 29 0

12 11/16/1998 372
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4562011 NT Paint Remover 84 0

13 11/18/1998 386
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4563007  Gloves 21 0

14 11/19/1998 412 LITTLE GUY INC.
5678 Fashion Center 
Blvd New York, NY 67890 New York   Paint Remover 22 0

15 11/20/1998 425
YOUSEFFIA 
FASHIONS 4544 42nd Lane Santa Ana, CA 92708  Y97987  Hangers 12 0

36 03/21/1999 680
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4563578 NT Polishing Wheels 115 0

37 03/22/1999 699 BIG BUSINESS INC.
4545 West Industry 
Drive Los Angeles, CA 90021 123789456  Business Cards 44 44

38 03/25/1999 702
HOLLYWOOD & 
VEGA 4544 W. Industry Way Mojave, CA 93502 REF4547900 NT Trays 64 64

39 03/27/1999 784
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4564000 NT Miracle Wax 35 0

40 03/27/1999 791
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4577891  Brochures 100 0

41 03/28/1999 805 LITTLE GUY INC.
5678 Fashion Center 
Blvd New York, NY 67890 New York   Paint Remover 76 0

42 03/29/1999 816
YOUSEFFIA 
FASHIONS 4544 42nd Lane Santa Ana, CA 92708  Y97987  Hangers 50 0

43 03/30/1999 866
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4578012  Business Cards 40 0

44 03/30/1999 867
HOLLYWOOD & 
VEGA 4544 W. Industry Way San Diego, CA 92101 REF4578124  Polishing Cream 38 0

45 03/30/1999 893
YOUSEFFIA 
FASHIONS 4544 42nd Lane Santa Ana, CA 92708 Y98783  Hangers 165 0

1,470 351

QUESTIONED CLAIMED RESALE  SALES - 
STATISTICAL SAMPLE SR AC 12-121212

SCHEDULE: 4A-1  

J. C. Conlon
09/03/99

L M N O P

DISTRICT 
MEASURE

DISTRICT 
CODE COMMENT X

Y
Z

 S
E

N
T

11
64

 S
E

N
T

0 NONE Resale card located Y

30 LACT, LATC XYZ states taxable Y

60
BART,SFTA,SF
PF No response to XYZ Y

3 LACT, LATC No response to XYZ Y

37 NONE XYZ states taxable Y

0 NONE XYZ states resale Y

0 NONE XYZ states resale Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Supported by Bill of Lading

0 NONE XYZ states resale Y

0 NONE Resale card located Y

44 LACT, LATC XYZ states taxable Y

64 NONE XYZ states taxable Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE Supported by Bill of Lading

0 NONE XYZ states resale Y

0 NONE Resale card located Y

0 NONE Resale card located Y

0 NONE XYZ states resale Y

351

<4A>

Copy to Taxpayer
Date: _________
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SALES FOR RESALE TEST — STATISTICAL SAMPLE EXHIBIT 21
PAGE 2 OF 2

BOE 504-CUS (1-97) STATE OF CALIFORNIA
BOARD OF EQUALIZATIONSTATEMENT CONCERNING PROPERTY PURCHASED

WITHOUT PAYMENT OF CALIFORNIA SALES TAX
DMA ________
Auditor’s Initials ________

Please complete this inquiry statement to indicate the disposition of certain non-taxed purchases you made from the
seller listed below.  Please fill out the form completely, check the appropriate boxes, and sign as your company’s
authorized representative.  The form should be returned within 10 days.

Please check the appropriate boxes below. If none of these apply, please explain below.

The above property was purchased for resale and was resold in the form of tangible personal property.  It was
not used for any purpose other than retention, demonstration, or display while being held for sale in the
regular course of business.

The above property was purchased for resale and is presently in resale inventory.  It has not been used for
any purpose other than retention, demonstration, or display while being held for sale in the regular course of
business.

The above property was purchased for leasing and tax measured by rental receipts has been paid directly to
the Board with our sales tax returns.

The above property was purchased for resale to the United States Government.  In accordance with the title
provisions of the U.S. Government supply contract, the U.S. Government took title to the property prior to any
use of the property by us.

The above property was purchased for our own use and not for resale, and
tax in the amount of __________ was paid directly to the Board with our sales tax return for the reporting
period ____________________.
tax in the amount of __________ was added to the billing and remitted to the Seller.

the purchase is a taxable transaction and tax is applicable.

NAME OF SELLER FROM W HOM YOU PURCHASED ITEMS W ITHOUT SALES TAX SELLER’S PERMIT NO.

DATE
INVOICE
NUMBER

PURCHASE
ORDER

NUMBER
AMOUNT DESCRIPTION

_____________________________________________________________________________________________________________________________________________

COMMENTS
_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

NATURE OF BUSINESS

PURCHASER’S SALES TAX PERMIT NUMBER PURCHASER’S NAME

SIGNATURE TITLE

DATE PHONE CITY

The information provided above is subject to verification by the State Board of Equalization.

AC
J.C.

ABC COMPANY SR AC 12-121212

09/11/1998 239 C0012345 30 HOLIDAY GREETING CARDS

XXXXX

XXXXX

Lighting Fixture RetailerLighting Fixture RetailerLighting Fixture RetailerLighting Fixture RetailerLighting Fixture Retailer

SR AB 11-121212SR AB 11-121212SR AB 11-121212SR AB 11-121212SR AB 11-121212

SSSSS.T. V.T. V.T. V.T. V.T. Vegaegaegaegaega

S.T. VegaS.T. VegaS.T. VegaS.T. VegaS.T. Vega

OwnerOwnerOwnerOwnerOwner

8/12/19998/12/19998/12/19998/12/19998/12/1999 (310)  555-4545(310)  555-4545(310)  555-4545(310)  555-4545(310)  555-4545 TorranceTorranceTorranceTorranceTorrance
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January 2000

Copy to Taxpayer
Date: _________

SAM PLE BASE FO R  R ESALE TEST - STAT IS IC AL SAM PLE SC H ED U LE            4A -2
PER M IT 12-121212
AU D ITO R J.C . C on lon
D ATE 09/14/1999

A B C D E F G H

Sample

REF
Invoice 
N um ber

Invoice 
Am ount

Am ount 
Q ues tioned C om m ents

1 101 26.00 (1)

2 109 46.00 (1)

3 177 100.00 (1)
4 179 75.00 (1)

5 195 82.00 82.00 See Sch  <4A-1>
6 199 26.00 (1)

7 200 44.00 (1)

8 218 85.00 (1)
9 222 12.00 (1)

10 234 6.00 (1)
11 236 69.00 (1)

12 239 30.00 30.00 See Sch  <4A-1>

13 242 60.00 60.00 See Sch  <4A-1>
14 243 3.00 3 .00 See Sch  <4A-1>

15 245 37.00 37.00 See Sch  <4A-1>
16 257 46.00 46.00 See Sch  <4A-1>

17 270 11.00 See Sch  <4A-1>

18 274 28.00 28.00 See Sch  <4A-1>
19 275 34.00 See Sch  <4A-1>

20 280 86.00 86.00 See Sch  <4A-1>

21 294 62.00 62.00 See Sch  <4A-1>

335 680 115.00 115.00 See Sch  <4A-1>

336 699 44.00 44.00 See Sch  <4A-1>
337 702 64.00 64.00 See Sch  <4A-1>

338 784 35.00 35.00 See Sch  <4A-1>
339 791 100.00 100.00 See Sch  <4A-1>
340 805 76.00 76.00 See Sch  <4A-1>
341 816 50.00 50.00 See Sch  <4A-1>
342 866 40.00 40.00 See Sch  <4A-1>
343 867 38.00 38.00 See Sch  <4A-1>
344 893 165.00 165.00 See Sch  <4A-1>
345 905 76.00 76.00 (1)
346 916 5.00 (1)
347 966 2.00 (1)
348 967 64.00 (1)
349 982 775.00 (1)
350 983 64.00 (1)

TO TAL 6,007.00 1 ,470.00 (1) VALID  SALE  FO R  R ESALE SU PPO R T ED  
<4A> <4A-1 page 1> W ITH  T IM ELY R ESALE  C ER T IFIC AT E.

Note:

Not all transactions are scheduled
and the totals will not foot.

SAMPLE BASE [4A-2] EXHIBIT 22



AUDIT WORKING PAPERS

January 2000

STATISTICAL SAMPLE EVALUATION [4B] EXHIBIT 23

        STAT  SAM PLE EVALU AT IO N SC H ED U LE 4B
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/14/1999

A B C D E F G H

REF U N ITS D O LLAR S
SAM PLE 

D IFFER EN C ES
D IFFER EN C ES 

SQ U AR ED

1 PO PU LAT IO N  (N ): 1,575 29,828 30.00 900.00

2 SAM PLE (n): 350 6,007 60.00 3,600.00

3 D IFFER EN C ES (d): 10 351 3.00 9.00
4 SU M  O F  D IFFER EN C ES SQ U AR ED : 15,355 37.00 1,369.00

5 24.00 576.00

6 M EAN : $1.00 23.00 529.00

7 24.00 576.00

8 ST AN D AR D  D EVIAT IO N : $6.60 42.00 1,764.00

9 44.00 1,936.00

10 ST AN D AR D  ER R O R : $0.31 64.00 4,096.00
11 351.00 15,355.00

12 IN T ER VAL AT  80%  C L: $0.40

13 IN T ER VAL AT  90%  C L: $0.51

14 IN T ER VAL AT  95%  C L: $0.61

15

16 IN TER VAL AS %  O F M EAN :

17 AT  80%    39.70%

18 AT  90%    51.02%

19 AT  95%    60.80%

20

21 AVE. PO PU LAT IO N  U N IT 19

22

23 AVE. SAM PLE U N IT 17

24

25 PER C EN T  O F  ER R O R : 5.8473%

26

27

28

29

30

Copy to Taxpayer
Date: _________
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        LABOR SALES SUMMARY SCHEDULE 6
PERMIT 12-121212
AUDITOR J.C. Conlon
DATE 09/14/1999

A B C D E F G H I J K L
<1A> <1C> <6A> (B+C-D) <414> (F-E) <6A> (I+J) <1>

ANALYSIS OF DIFFERENCE

REF PERIOD

RECORDED 
LABOR 
SALES

UNRECORDED 
LABOR SALES

DISALLOWED 
LABOR SALES

AUDITED 
LABOR 
SALES

CLAIMED 
LABOR 
SALES DIFFERENCE

DISALLOWED 
CLAIMED 
LABOR TOTAL

CONTRA 
TOTAL 
SALES

1 3Q-98 1,548 588 960 1,548 588 588 588

2 4Q-98 1,132 449 683 1,132 449 449 449

3 1Q-99 1,277 500 223 1,554 1,277 -277 205 205 (-500)
4 TOTAL 3,957 500 1,260 3,197 3,957 760 1,242 1,242 (-500)

5 * <414-A2> <CONTRA
6 LINE 1>
7
8 VERIFICATION COMMENTS
9

10 TYPE OF TRANSACTION
11 Labor sales were relatively few in number.  Most labor sales involve repairs, yet, a few 
12 fabrication labor sales were disclosed.  For repairs, customers send the items to either
13 one of the taxpayer's locations and then the repaired items are shipped by the taxpayer
14 back to the customer.
15

16 SOURCE OF DATA
17 Sales Journal and sales invoices for the audit period and other related documentation.
18

19 VERIFICATION
20 Labor sales were examined on an actual basis for the audit period since there were a
21 relatively small number of labor sales.  Purchase orders, sales invoices, and job sheets
22 were examined to determine the taxable and non-taxable elements of each job.  Disallowed
23 labor sales were scheduled on <6A>.
24

25 FINDINGS
26 A)  Fabrication labor claimed as exempt repair labor.
27 B)  Repair materials erroneously recorded as repair labor.
28

29

30

Copy to Taxpayer
Date: _________

Note:

The *  referenced above refers to the upload schedule 12 and
is to be broken out by separate non-compliance codes.

All exhibits in this chapter were prepared using the audit
macro package in Excel.   In order to efficiently utilize the
district tax pivot table, district tax measure should be
scheduled as shown in the example above.



AUDIT WORKING PAPERS

January 2000

QUARTERLY ANALYSIS OF DISALLOWED LABOR SALES [6A] EXHIBIT 25
PAGE 1 OF 2

Copy to Taxpayer
Date: _________

A B C D E
<6A -1> <6A -1> <6A -1>

REF Q UESTIONED LABOR SALES
ADDITIO NAL TAXABLE LABOR 

SALES
ADDITIO NAL TRANSIT TAX 

M EASURE
1 D ata
2 Y ears D A T E S um  of A M O U N T  Q U E S T IO N E D S um  of A M O U N T TA X A B LE S um  of D IS T R IC T  M E A S U R E
3 1998 Q tr1
4 Q tr2
5 Q tr3 588 588 510
6 Q tr4 449 449 400
7 1999 Q tr1 223 223 18
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand Tota l 1 ,260 1,260 928
12 <6>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Q u a rte rly  A n a ly s is  o f  
D isa llo w e d  L a b o r S a le s P E R M IT               12 -121212

S C H E D U LE : 6A  page 1  o f 2

A U D ITO R        J . C . C O N LO N
D A TE                  09 /09/1999
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QUARTERLY ANALYSIS OF DISALLOWED LABOR SALES EXHIBIT 25
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

A B C D E F G
<6A-1> <6A-1> <6A-1> <6A-1> <6A-1>

REF LACT LATC BART SFPF SFTA
1 Data
2 Years DATE Sum of LACT Sum of LATC Sum of BART Sum of SFPF Sum of SFTA
3 1998 Qtr1
4 Qtr2
5 Qtr3 484 484 26 26 26
6 Qtr4 395 395 5 5 5
7 1999 Qtr1 18 18
8 Qtr2
9 Qtr3
10 Qtr4
11 Grand Total 897 897 31 31 31
12 <A8.2> <A8.1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

District Analysis of Labor 
Sales Disallowances PERMIT            12-121212

SCHEDULE                 6A 

AUDITOR       J. C. Conlon
DATE              09/09/1999
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SC H E D U LE : 6A-1
PE R M IT: 12-121212
AU D ITO R : J.C . C on lon
D AT E: 09 /14/1999

A B C D E F G H I J K L

REF DATE

SALES 
INVOICE 
NUM BER CUSTO M ER NAM E STREET CITY, STATE,ZIP

SHIP 
TO

PO  
NUM BER PO

 
ST

AT
US

ITEM
AM OUNT 

QUESTIONED
AM OUNT 
TAXABLE

DISTRICT 
M EASURE

1 07/09/1998 12231 JO H N SO N  C O N ST R U C T IO N 3331 W . A lam eda B lvd . Los Ange les, C A 90058 N /A Plas tic W rapping 410 410 410

2 07/13/1998 13301 M .O . N E LSO N 4521 W . Industry W ay Los Ange les, C A   92101 N /A M aterial 74 74 74

3 08/17/1998 13805 C .J . LEER 3413 R osewood R oad San Francisco,  C A  90221 N /A M aterial 26 26 26

4 09/20/1998 14420 M .L. LEW IS 23113 E. R iver D rive R iverside , C A  92508 N /A M aterial 78 78 0

5 11/16/1998 14920 JO H N SO N  C O N ST R U C T IO N 3331 W . A lam eda B lvd . Los Ange les, C A 90058 N /A Plas tic W rapping 395 395 395

6 12/09/1998 15200 D O N  BR O O N E 4544  Industry R oad San Francisco,  C A  90221 N /A M aterial 5 5 5

7 12/27/1998 15620 G .S. PAT T O N 2310 P lum  Stree t R iverside , C A  92508 N /A M aterial 49 49 0

8 01/27/1999 16230 W . R O D G ER S 4542 42nd Lane Santa A na, C A  92708 N /A Plas tic W rapping 205 205 0

9 03/12/1999 16802 W . SM IT H 3731 M ain  Stree t Los Ange les, C A 90058 N /A M aterials 18 18 18

1,260 1,260 928

<6A P 1> <6B>

Q UESTIO NED CLAIM ED LABO R 
SALES - AUDIT PERIOD

M N O P

DISTRICT 
CO DE CO M M ENT XY

Z 
SE

NT
11

64
 S

EN
T

LAC T , LAT C W eatherized P las tic W rapping  App lied  to  C ustom er's W iring  

LAC T , LAT C M aterials U sed in R epairs  C la im ed as  Labor
BA R T, SF TA , 
SF PF M aterials U sed in R epairs  C la im ed as  Labor

N O N E M aterials O n ly - C lass ified  as  Labor

LAC T , LAT C W eatherized P las tic W rapping  App lied  to  C ustom er's W iring  
BA R T, SF TA , 
SF PF M aterials O n ly - C lass ified  as  Labor

N O N E M aterials U sed in R epairs  C la im ed as  Labor

N O N E W eatherized P las tic W rapping  App lied  to  C ustom er's W iring  

LAC T , LAT C M aterials U sed in R epairs  C la im ed as  Labor

Copy to Taxpayer
Date: _________
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SALES TO U.S. GOVERNMENT (414C) [7] EXHIBIT 27

Sch 7Sch 7Sch 7Sch 7Sch 7
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INTERSTATE AND FOREIGN COMMERCE SALES SUMMARY [8] EXHIBIT 28

Copy to Taxpayer
Date: _________

Instructional Note:
 Amounts shown in column “C” were transcribed from the detailed supporting schedule 8A
(not shown).

Note:
The *  referenced above refers to the upload schedule 12 and is to be broken out by
separate non-compliance codes.

        IN TE R S TATE  A N D  FO R EIG N  C O M M E R C E  SC H ED U LE 8
       SA LES SU M M A R Y PE R M IT 12-121212

AU D ITO R J.C . C on lon
D ATE 09/14/1999

A B C D E F G H
<1A> <8A> (B-C) <414> (E-D)

INTERSTATE COMMERCE SALES IN TE R S TATE

REF PE R IO D R EC O R D ED D ISA LLO W E D AU D ITE D C LA IM ED D IFFE R E N C E SA LES D ISA LLO W E D

1 3Q -98 800 495 305 800 495 495

2 4Q -98 3,620 1,420 2,200 3,620 1,420 1,420

3 1Q -99 2,810 835 1,975 2,810 835 835
4 TO TAL 7,230 2,750 4,480 7,230 2,750 2,750

5 * <414-A2>

6

7

8
9 VERIFICATION COM M ENTS

10

11 TY P E S  O F  T R A N S A C TIO N S
12 Th e ta xpaye r m akes a  re la tive ly  sm a ll num b er o f sa les to  custom ers  loca ted  ou t o f s ta te .
13 A ll g oods  sh ipp ed  ou t o f s ta te  a re  sh ippe d  v ia  co m m on carrie r.
14

15 S O U R C E  O F D A T A
16 S a le s jou rn a l, sa les in vo ices, and  b ills  o f la id ing  fo r the  aud it p e rio d .  U . S . C u sto m s
17 exp ort de c la ra tions .  O the r re la ted  docu m enta tio n .
18

19 V E R IF IC A TIO N
20 In te rsta te  co m m erce  sa les w ere  exa m ine d  on  an  actua l bas is  fo r the  aud it pe rio d  s in ce
21 the  to ta l num b er o f tra nsactions w as sm a ll in  num be r.  C la im ed in te rs ta te  sa les w ere  tra ced
22 to  sh ipp ing  docu m ents.  D isa llow ed in te rsta te  co m m erce  sa les  w ere  sch edu led  on  <8A >.
23

24 F IN D IN G S
25 A ) M erch and ise  w as sh ippe d  v ia  co m m on carrie r to  a  w arehou se  in  S an  D ie go  as a
26 co llectio n  p o in t fo r o th er g oods be fo re  b e in g  sh ipped  ou t o f the  co un try .
27

28
29
30



AUDIT MANUAL

January 2000

BAD DEBTS SUMMARY [10] EXHIBIT 29

        BA D  D E B TS  S U M M AR Y S C H ED U LE 10
P ER M IT 12-121212
A U D ITO R J.C . C O N LO N
D AT E 09 /15/1999

A B C D E F G H I
<G/L> <10A> (B-C) <414> (E-D)

BAD DEBTS ANALYSIS OF DIFFERENCE

REF P ER IO D R EC O R D E D D ISA LLO W E D A U D ITE D C LA IM ED D IFF ER EN C E
D ISA LLO W E D  
B AD  D EB TS

1 3Q -98

2 4Q -98

3 1Q -99 6,311 3,468 2,843 6,311 3,468 3,468
4 TO TA L 6,311 3,468 2,843 6,311 3,468 3,468

5 * <414-A2>

6
7 VERIFICATION COMMENTS
8

9 T Y P E S  O F  T R A N S A C T IO N S
10 T a xp a ye r w rite s  o ff b a d  d e b ts  o n  a n  a c tu a l b a s is .  A m o u n ts  w ritte n  o ff a re  c la im e d  o n  th e
11 fe d e ra l in co m e  ta x  re tu rn s .
12

13 S O U R C E  O F  D A T A
14 A cco u n ts  re ce iva b le  le d g e r, sa le s  in vo ice s , a n d  sa le s  ta x  re tu rn  w o rksh e e ts .
15

16 V E R IF IC A T IO N  A N D  F IN D IN G S
17 A cco u n ts  re ce iva b le  o f $ 8 ,4 0 6  fro m  A B C  C o rp ., b a n kru p t, w e re  w ritte n  o ff to  th e  a llo w a n ce
18 fo r b a d  d e b ts  a cco u n t o n  1 -1 -9 9 .  T h e  c la im e d  a m o u n t w a s tra ce d  to  th e  sa le s  ta x  re tu rn  
19 w o rksh e e t a n d  to  th e  o r ig in a l sa le s  in vo ice s .  E xe m p t la b o r sa le s , e tc ., w e re  e rro n e o u s ly  in c lu d e d  
20 in  th e  a m o u n t c la im e d .  A B C  C o rp . w a s lo ca te d  in  N e w p o rt B e a ch  a n d  m e rch a n d ise  w a s  sh ip p e d
21 to  A B C 's  lo ca tio n .  W h e n  c la im in g  th e  b a d  d e b t d e d u c tio n  th e  ta xp a ye r a d ju s te d  tra n s it ta x  m e a su re
22 o n  lin e  A 5  o f th e  re tu rn ; A B C 's  sa le s  w e re  su b je c t to  th e  O C T A  tra n s it ta x .
23

24

25

26

27
28
29
30

Copy to Taxpayer
Date: _________

Instructional Note:
 Amounts shown in column “C” were transcribed from the detailed supporting
schedule 10A (not shown).  Describe disallowed bad debts on BT-414-A as
“Excess of Bad Debts Deduction Over Taxable Sales - Quarter Ended 3-31-99".

Note:
The *  referenced above refers to the upload schedule 12 and is to be broken out by
separate non-compliance codes.
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SALES TO AIRCRAFT COMMON CARRIERS [18] EXHIBIT 30

        S A L E S  T O  A IR C R A F T  C O M M O N  C A R R IE R S S C H E D U L E 1 6
S U M M A R Y P E R M IT 1 2-1 2 12 12

A U D IT O R J .C . C on lon
D A T E 0 9/18 /1 99 9

A B C D E F G I J K
<S/J> <16A> (B-C) <414> (E-D) <-------------16A------------->

SALES TO COMMON CARRIERS ANALYSIS OF DIFFERENCE

REF P E R IO D
R E C O R D E D  

* D IS A L LO W E D A U D IT E D C L A IM E D D IF F E R E N C E

O F F IC E  A N D  
E Q U IP . 

S U P P L IE S

N O T  
C O M M O N  
C A R R IE R

1 3 Q -98 1 ,4 00 8 39 5 61 1 ,4 00 8 39 3 1 6 40

2 4 Q -98 1 ,8 50 1 ,3 50 5 00 1 ,8 50 1 ,3 50 1 ,0 80

3 1 Q -99 1 ,2 52 2 95 9 57 1 ,2 52 2 95 7 6 1 60

4 T O T A L 4 ,5 02 2 ,4 84 2 ,0 18 4 ,5 02 2 ,4 84 1 ,1 87 8 00

5 <414-A1> <-----A8.2----->

6 ** **

7

8

9

1 0 VERIFICATION COMMENTS
1 1

1 2 T Y P E S  O F  T R A N S A C T IO N S

1 3 T a x pa ye r m a k es  s a les  o f e lec tr ica l co m p on en ts  fo r a irc ra ft a nd  g en era l o pe ra tio n a l u se .

1 4 A ll sa les  w e re  m ad e  in  L os  A ng e le s .

1 5

1 6 S O U R C E  O F  D A T A

1 7 S a les  jou rna l, e xe m p tio n  c ertific a te s , s a le s  in vo ic e s , an d  p urc ha s e  o rd ers .

1 8

1 9 F IN D IN G S

2 0 C la im ed  s a le s  to  a irc ra ft c om m o n ca rrie rs  w e re  e xa m in ed  o n  an  a c tua l b as is  fo r the  a u d it

2 1 p eriod  b e ca us e  th e  to ta l n u m be r o f tran s ac tion s  w ere  m in im a l.  E x e m ptio n  ce rtific a te s  w ere

2 2 re v iew ed  to  v e rify  the  c la im e d  d ed uc tion s .  A u d ito r n o te d  s ev era l c la im e d ex em p tion s  th a t w e re

2 3 n ot su p po rte d  by  a n  ex e m ptio n  ce rtific a te .  F ur the r rev ie w  o f the  re c ord s  an d  d is cu s s ion  w ith  th e

2 4 ta x pa ye r d is c lo se d  th a t th e se  s a les  w ere  to  f irm s  th a t w e re  n o t a irc ra ft c om m o n ca rrie rs  <1 6 A > .

2 5 In  a dd itio n , the  e xa m in a tio n  d is c los e d  sa le s  to  a irc ra ft c o m m on  c arrie rs  tha t w ere  n o t u se d  o r 

2 6 c on su m e d d irec tly  an d  ex lus iv e ly  in  the  c arr ia ge  o f p e rso n s  o r p ro pe rty  <1 6 A > .

2 7

2 8 *     R ec o rde d  as  a  m e m o lis tin g  in  th e  sa les  jou rn a l.

2 9

3 0

Instructional Note:
Amounts shown in column “C” were transcribed from the detailed supporting
schedule 16A (not shown).

Note:
The **  referenced above refers to the upload schedule 12 and is to be broken out by
separate non-compliance codes.

Copy to Taxpayer
Date: _________
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BART TAXABLE MEASURE SUMMARY [A8.1] EXHIBIT 31

Copy to Taxpayer
Date: _________

        B A R T T AX A BL E M E A S UR E  SU M M A R Y S C H ED U LE A 8.1
P ER M IT 12-121212
A U D ITO R J.C . C on lon
D A TE 09/18/1999

A B C D E F G H I J K
<BOE-414> <1E> <1C> <2A> <2B> <A8.1A> <6A> (B..H) <BOE-401> (I-J)

REF P ER IO D R E PO R T ED

U N R EP O R TE D  
S AL ES  TO  

E M P LO Y E ES
U N R EC O R D E D  

S AL E

W ITH D R AW ALS  
FR O M  E X -T AX  

INV E N TO R Y

P U R CH A S E S 
S U BJE C T TO  

U S E-TA X
D IS A LLO W E D  

R E SA LE S

M AT ER IALS  
C LA IM E D A S 

LA B O R A U D ITE D R E PO R T ED D IF FE RE N C E

1 3Q -98 7,865 77 130 85 117 26 8,300 7,865 435

2 4Q -98 4,292 65 170 240 159 5 4,931 4,292 639

3 1Q -99 2,105 58 400 95 129 141 2,928 2,105 823
4 TO TA L 14,262 200 400 395 454 417 31 16,159 14,262 1,897

5 <414-A1>

6

7

8

9 VERIFICATION COMM ENTS

10

11 TY P E O F TR A NS A C TIO NS

12 The taxpayer has two bus iness loca tions:  Los A nge les  and S an F ranc isco.  S a les  are  m ade 

13 in  bo th  trans it d is tr ic ts  and outs ide  o f th e  d istric ts .   T he  taxpayer is  no t  engaged in  business  in  

14 any  o ther trans it d is tric ts .

15

16 V ER IF IC ATIO N  A N D  F IN D ING S

17 The aud ito r no ted an y transac tions sub jec t to  trans it tax  in   the  sta te  tax  w orkpapers .   For 

18 deta il o f verifica tion  perfo rm ed, see the  re ferenced s ta te  tax schedu le s.

19     

20 D isa llow ed resa les su b ject to  BA R T tax  w ere  ca lcu la ted  based  o n   the  ra tio  o f d isa llow ed 

21 resa les sub ject to  transit tax  to  to ta l resa les  tested .  There  w ere  no  unusua l BA R T transactions

22 noted in  the  resa le  exam ination .  The periods tested  w ere  representa tive  o f the  au d it period

23 w ith  regard  to  the  type, num ber and s ize  o f trans it d is tr ic t transactions  tes ted .

24

25

26

27 (1)   R eco rded as a  m em o lis tin g  in  the  sa les  journa l.

28

29

30
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Copy to Taxpayer
Date: _________

DISALLOWED RESALES SUBJECT TO BART TAX [A8.1A] EXHIBIT 32

        D ISALLO W ED  R ESALES SU BJEC T TO  BAR T TAX SC H ED U L A8.1A
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/18/1999

A B C D E F G H
<1A> <A8.1A-1> (B x C)

REF PER IO D
R EC O R D ED  

R ESALES

PER C EN TAG E 
O F 

D ISALLO W AN C E

D ISALLO W ED  
SALES FO R  

R ESALE

1 3Q -98 8,372 1.40% 117

2 4Q -98 11,359 159

3 1Q -99 10,097 141

4 TO TAL 29,828 417

5 <A8.1>

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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PERCENTAGE OF DISALLOWANCE OF
RESALES SUBJECT TO BART TAX [A8.1A–1] EXHIBIT 33

Copy to Taxpayer
Date: _________

        P E R C E N TA G E  O F  D IS A LLO W A N C E  O F S C H E D U LE A 8.1A -1
        R E SA LE S  S U B JE C T TO  B A R T  TA X P E R M IT 12-121212

A U D ITO R J.C . C on lon
D A T E 09/18/1999

A B C D E F G H
<4A> <4> (C / B)

REF P E R IO D

TO TA L 
R E S A LES  
TE S TE D

B A R T 
D IS ALLO W E D  

P E R  T E ST
P E R C E N TA G E  O F  
D IS ALLO W A N C E

1
2 TO TA L 6,007 84.00 1 .40%

3 <A8.1A>

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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Copy to Taxpayer
Date: _________

L
A

C
T

 T
A

X
A

B
L

E
 M

E
A

S
U

R
E

 S
U

M
M

A
R

Y
[A

8.2]
E

X
H

IB
IT

 34

        LA C T  TA X A B LE  M E A S U R E  S U M M A R Y S C H E D U LE A 8.2
P E R M IT 12 -121 21 2
A U D IT O R J.C . C on lon
D A T E 09 /1 8/19 99

A B C D E F G H I J K L M
<BOE-414> <1E> <2A> <2B> <A8.2A > <6A1> <------------16------------> SUM (B ..I) <BOE-414> (J-K)

DIFFER ENCES

REF P E R IO D R E P O R T E D
S A L E S  TO  

E M P L O Y E E S

W IT H D R A W A LS  
F R O M  E X -T A X  

IN V E N TO R Y

P U R C H A S E S  
S U B JE C T T O  

U S E -T A X
D IS A L LO W E D  

R E S A LE S
D IS A L LO W E D  
LA B O R  S A L E S

O FF IC E  
S U P P LIE S  TO  

C O M M O N  
C A R R IE R S

D IS A L LO W E D  
C O M M O N  
C A R R IE R  

S A L E S A U D IT E D R E P O R T E D D IF FE R E N C E

1 3Q -98 10 ,7 05 24 8 13 1 19 0 14 8 48 4 39 80 0 12 ,7 45 10 ,7 05 2,04 0

2 4Q -98 9,88 5 95 81 10 9 20 1 39 5 1,35 0 0 12 ,1 16 9,88 5 2,23 1

3 1Q -99 7,24 8 15 7 66 74 9 17 9 18 95 20 0 8,71 2 7,24 8 1,46 4

4 T O T A L 27 ,8 38 50 0 27 8 1,04 8 52 8 89 7 1,48 4 1,00 0 33 ,5 73 27 ,8 38 5,73 5

5 <414-A1>

6

7

8

9 VER IFICATIO N CO M M ENTS

10

11 T Y P E S  O F  TR A N S A C T IO N S

12 R e fe r to  com m e nts  o n  <A 8.1>

13

14 V E R IF IC A T IO N  A N D  F IN D IN G S

15 D u ring  th e  aud it th e  au d ito r no te d m an y  tran sa c tions  sub jec t to  d is tr ic t tax .  F or de ta il o f verifica tio n

16 pe rfo rm ed see  the  re fe rence d "S ta te  T ax" sche du les .

17 D isa llow ed resa les  sub jec t to  L A C T /L A TC  ta x w e re  ca lcu la te d  base d on the  ra tio  o f d isa llo w e d re sa les

18 sub jec t to  tran s it tax  to  to ta l resa les  tes te d .  T he re  w ere  n o unu sua l L A C T /LA T C  tra nsac tio ns  n oted  in  the  

19 resa les  exam ina tion .  Th e period s tes ted  w e re  repre se nta tive  o f the  a ud it p erio d  w ith  re gard  to  the  type, s ize

20 an d nu m ber o f tra ns it d is tr ic t tra nsac tio ns  te sted .

21

22

23

24

25

26

27

28

29 (1)     R ecord ed a s a  m e m o lis ting  in  th e  sa le s  jou rn a l.

30
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DISALLOWED RESALES SUBJECT TO LACT TAX [A8.2A] EXHIBIT 35

Copy to Taxpayer
Date: _________

        D IS A LLO W E D  R E S A LE S  SU B JE C T  TO  LA C T TA X S C H E D U LE A 8.2A
P E R M IT 12-121212
A U D IT O R J.C . C on lon
D AT E 09/18 /1999

A B C D E F G H
<1A> <A8.2A-1> (B x C)

REF P E R IO D
R EC O R D E D  

R ES A LE S

P E R C E N T A G E  
O F  

D IS A LLO W A N C E

D IS A LLO W E D  
S A LE S  FO R  

R ES A LE

1 3Q -98 8 ,372 1 .77% 148

2 4Q -98 11,359 201

3 1Q -99 10,097 179

4 TO T A L 29,828 528

5 <A8.2>

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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PERCENTAGE OF DISALLOWANCE OF
RESALES SUBJECT TO LACT TAX [A8.2A–1] EXHIBIT 36

Copy to Taxpayer
Date: _________

        PER C EN TA G E O F D ISALLO W A N C E   O F SC H ED U LE A8.2A -1
        R ESALES SU BJEC T  TO  LAC T  T AX PER M IT 12-121212

AU D ITO R J.C . C on lon
D AT E 09/18/1999

A B C D E F G H
<4A> <4> (C / B)

REF PER IO D

TO TA L 
R ESA LES  
TE STED

LAC T/LATC
D ISALLO W ED  

PER  T EST

PER C EN T AG E 
O F 

D ISALLO W AN C E

1
2 TO TA L 6,007 106.35 1.77%

3 <A8.2A>

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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INDEX TO AUDIT WORKING PAPERS [BOE–495] EXHIBIT 37

★★

State of California

INDEX TO AUDIT WORKING PAPERS Board of Equalization

Auditor Date

Permittee Account Number:

( X )

SCHEDULE WORKSHEET TITLE OF SCHEDULE PAGES If Copy

NUMBER NAME FROM - TO To T.P.

414 414 AUDITOR'S WORKSHEET 1 YES
12 12 TAXABLE MEASURE UNDERSTATED 1 7 38

12A 12A RECORDED SALES 1 39
12B 12B MARK-UP ANALYSIS - TAXABLE SALES 1 40
12C 12C TOTAL SALES RECONCILIATION -FITR 1 41
12D 12D UNRECORDED SALES 1 42
12E 12E SALES TO EMPLOYEES 1 43
12F 12F UNREPORTED SALES OF CAPITAL ASSETS 1 44

12G 12G
TRANSFERS FROM EX-TAX INVENTORY 

FOR OWN USE 1 2 45

12H 12H
ADDITIONAL CONSUMABLE SUPPLIES

SUBJECT TO USE TAX 1 46

12H-1 12H-1
QUESTIONED EX-TAX PURCHASES OF 

CONSUMABLE SUPPLIES 1 47
12I 12I SALES FOR RESALE RECONCILIATION 1 2 48

12J 12J
DISALLOWED CLAIMED SALES FOR 

RESALE 1 49

12J-1 12J-1
PERCENTAGE OF DISALLOWANCE - 

RESALES 1 3 50

12J-1a 12J-1a
QUESTIONED CLAIMED RESALE SALES - 

STATISTICAL SAMPLE 1 51

12J-1a-1 12J-1a-1
STATEMENT OF PROPERTY PURCHASED 

WITHOUT TAX (XYZ LETTER) 1 52

12J-2 12J-2
STATISTICAL SAMPLE EVALUATION - 

RESALE 1 53
12K 12K DISALLOWED CLAIMED LABOR SALES 1 54

12K-1 12K-1 QUESTIONED CLAIMED LABOR SALES 1 55

12K-2 12K-2
DISALLOWED CLAIMED LABOR SALES BY 

TRANSIT TAXES 1 56

12L 12L
DISALLOWED CLAIMED INTERSTATE 

COMMERCE 1 57
12M 12M DISALLOWED CLAIMED BAD DEBTS 1 58

16 16 
DISALLOWED CLAIMED LOCAL TAX ON 

SALES TO AIR COMMON CARRIERS 1 59

A8.1 A8.1
TAXABLE MEASURE UNDERSTATED - 

BART 1 60

A8.1A A8.1A
DISALLOWED RESALES SUBJECT TO 

BART TAX 1 61

A8.1A-1 A8.1A-1
PERCENTAGE OF DISALLOWANCE OF 

RESALES SUBJECT TO BART TAX 1 62
A8.2 A8.2 TAXABLE MEASURE UNDERSTATED - LACT 1 63

A8.2A A8.2A
DISALLOWED RESALES SUBJECT TO LACT 

TAX 1 64

A8.2A-1 A8.2A-1 
PERCENTAGE OF DISALLOWANCE  OF 

RESALES SUBJECT TO LACT TAX 1 65

J. C. Conlon

ABC Company

10/01/1999

SR AC 12-121212

★ Audit Manual Exhibit Number
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Copy to Taxpayer
Date: _________

K L M N
7 10 11 12

0403 0601 0806 1101
<12 J> <12 K > <12 L> <12 M >

DISALLOWED 
CLAIMED 
RESALES

DISALLOWED 
CLAIMED 
LABOR

DISALLOWED 
CLAIMED 

INTERTSTATE 
SALES

DISALLOWED 
CLAIMED BAD 

DEBTS

490 588 495
665 449 1 ,420
591 223 835 3 ,468

1 ,746 1 ,260 2 ,750 3 ,468

Case Id: 11111 S C H E D U LE 12  page  1  o f 7
Account Num 12121212 P E R M IT S R  A C  12 -121212
Schedule Ty S A U D IT O R J.C . C on lon
Juris Code: S T C N Y D A T E 09 /09 /1999

A B C D E F G H I J
ITEM CODE S T C N Y 1 2 3 4 5 6
NC CODE N E W  5 .00% 0301 0104 1602 0202 0201 0404
REF < 414 -M  > (B +D  ) (E ..N ) <12D > <12E > <12F > <12G > <12H > <12 I>

REF Period

REPORTED 
TAXABLE 
MEASURE

AUDITED 
TAXABLE 
MEASURE

 TOTAL 
TAXABLE 

DIFFERENCE

UNRECORDED 
TAXABLE 

SALES

UNREPORTED 
SALES TO 

EMPLOYEES
UNREPORTED SALE 

OF FIXED ASSETS

WITHDRAWALS 
FROM EX-TAX 

INVENTORY

PURCHASES 
SUBJECT TO 

USE TAX

ERRORS IN 
CLAIMED 

SALES FOR 
RESALE

1 3Q -98 47 ,025 49 ,459 2 ,434 325 261 275
2 4Q -98 43 ,843 48 ,773 4 ,930 160 1 ,600 251 349 36
3 1Q -99 34 ,350 41 ,121 6 ,771 400 215 161 878
4
5 T o ta l: 125 ,218 139 ,353 14 ,135 400 700 1 ,600 673 1 ,502 36

6 < 414A-1 >
7

T A X A B LE  M E A S U R E  
U N D E R S T A T E D  - 
S T C N Y
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Copy to Taxpayer
Date: _________

Case Id : 1 11 1 1 S C H E D U L E 1 2  p ag e  2  o f 7
Account N um be 1 21 2 1 21 2 P E R M IT S R  A C  1 2 -1 21 2 1 2
Schedule Type: S A U D IT O R J .C . C o n lo n
Juris Code: L O C A L D A T E 0 9 /0 9 /19 9 9

A B C D E F G H I J
ITEM  CO DE L O C A L 1 2 3 4 5 6
NC  CO DE N E W  1 .0 0 % 0 30 1 0 10 4 1 60 2 0 20 2 0 20 1 0 40 4
REF <  4 1 4-M  > (B +D  ) (E ..O ) < 1 2D > < 1 2E > < 1 2F > < 1 2G > < 1 2H > < 1 2 I>

REF Period

REPO R TED 
TA XA BLE 
M EASURE

AU DITED 
TA XA BLE 
M EASURE

 TO TAL 
TA XA BLE 

DIFFERENCE

UN REC O RDED 
TA XA BLE 

SALES

UN REPO RTED 
SALES TO  

EM PLO YEES

UN REPO RTED 
SALE O F FIXED 

ASSETS

W ITHDR AW ALS 
FR O M  EX-TAX 

IN VENTO R Y

PURCH ASES 
SUBJEC T TO  

USE TAX

ERRO RS IN 
CLAIM ED 

SALES FO R 
RESA LE

1 3 Q -98 4 7 ,0 25 5 0 ,2 98 3 ,2 7 3 3 25 2 61 2 75
2 4 Q -98 4 3 ,8 43 5 0 ,1 23 6 ,2 8 0 1 60 1 ,6 0 0 2 51 3 49 3 6
3 1 Q -99 3 4 ,3 50 4 1 ,4 16 7 ,0 6 6 4 00 2 15 1 61 8 78
4
5 T o ta l: 1 25 ,21 8 1 41 ,83 7 1 6 ,6 19 4 00 7 00 1 ,6 0 0 6 73 1 ,5 0 2 3 6

6 < 414A -1 >
7

T A X A B LE  M E A S U R E  
U N D E R S T A T E D  - L O C A L

K L M N O
7 1 0 1 1 1 2 1 3

0 40 3 0 60 1 0 80 6 1 10 1 1 01 3
< 1 2J > < 1 2K > < 1 2L > < 1 2M > < 1 6>

DISALLO W ED 
CLAIM ED 
RESA LES

DISALLO W ED 
CLAIM ED 

LA BO R

DISALLO W ED 
CLAIM ED 

IN TERSTATE

DISALLO W ED 
CLAIM ED BAD 

DEBTS

DISALLO W ED 
CLAIM ED 
CO M M O N  
CA RRIER

4 90 5 88 4 95 8 39
6 65 4 49 1 ,4 2 0 1 ,3 5 0
5 91 2 23 8 35 3 ,4 6 8 2 95

1 ,7 4 6 1 ,2 6 0 2 ,7 5 0 3 ,4 6 8 2 ,4 8 4
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Copy to Taxpayer
Date: _________

Case Id: 11111 SCHEDULE 12 page 3 of 7
Account Num be 12121212 PERM IT SR AC 12-121212
Schedule Type: S AUDITO R J.C. Conlon
Juris Code: STADD DATE 09/09/1999

A B C D E F G H I J
ITEM  CODE STADD 1 2 3 4 5 6
NC CODE NEW  1.25% 0301 0104 1602 0202 0201 0404
REF < 414-M  > (B+D ) (E..N) <12D> <12E> <12F> <12G > <12H> <12I>

REF Period

REPO RTED 
TAXABLE 
M EASURE

AUDITED 
TAXABLE 
M EASURE

 TOTAL 
TAXABLE 

D IFFERENCE

UNRECORDED 
TAXABLE 

SALES

UNREPO RTED 
SALES TO 

EM PLO YEES

UNREPO RTED 
SALE O F FIXED 

ASSETS

W ITHDRAW ALS 
FRO M  EX-TAX 

INVENTO RY

PURCHASES 
SUBJECT TO  

USE TAX

CLAIM ED 
SALES FOR 

RESALE
1 3Q-98 47,025 49,459 2,434 325 261 275
2 4Q-98 43,843 48,773 4,930 160 1,600 251 349 36
3 1Q-99 34,350 41,121 6,771 400 215 161 878
4
5 Total: 125,218 139,353 14,135 400 700 1,600 673 1,502 36

6 < 414A-1 >
7

TAXABLE M EASURE 
UNDERSTATED - STADD

K L M N
7 10 11 12

0403 0601 0806 1101
<12J> <12K> <12L> <12M >

DISALLOW ED 
CLAIM ED 
RESALES

DISALLOW ED 
CLAIM ED 

LABO R

DISALLOW ED 
CLAIM ED 

INTERTSTATE 

D ISALLOW ED 
CLAIM ED BAD 

DEBTS
490 588 495
665 449 1,420
591 223 835 3,468

1,746 1,260 2,750 3,468
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TAXABLE MEASURE ANALYSIS EXHIBIT 38
PAGE 4 OF 7

Copy to Taxpayer
Date: _________

        T A X A B LE  M E A S U R E  A N A LY S IS S C H E D U LE 12  pa ge  4  o f 7
P E R M IT 12 -1 2121 2
A U D IT O R J.C . C o n lo n
D A T E 09 /18 /1 999

A B C D E F G H

REF

1

2 VERIFICATION COMMENTS 

3

4 T Y P E S  O F  T R A N S A C T IO N S

5 T h e  tax payer is  a  re ta ile r o f e lec tr ica l supp lies  w ith  tw o  lo ca tio ns : S an  F ran c isco  a nd  Los  A nge les .

6 M os t sa le s  a re  taxa b le  sa le s  to  cons truc tio n  con trac to rs .  O the r sa les  cons is t o f re sa les  to  ha rd w a re

7 re ta ile rs , in te rs ta te  co m m erce  sa le s  to  ou t-o f-s ta te  re ta ile rs , sa le s  to  the  U .S . G overnm en t, and  a  sm a ll

8 nu m b er o f sa les  to  e m p lo yees .

9

10 S a le s  a re  reco rd ed  and  rep orted  o n  th e  a cc rua l b as is .  S a les  tax  re im bu rse m ent is  adde d  to  the  

11 se lling  p rice  o f m a te ria ls  so ld .  In  Jan uary  1999 , the  taxpaye r cha nge d  o ve r from  a  m a nua l to  a n  

12 au tom a te d  accoun ting  sys tem .

13

14 S O U R C E  O F  D A T A

15 G ene ra l le dger, g ene ra l jo u rna l, sup porting  jou rn a ls , sa les  ta x  re tu rns , p a id  b ills , sa les  in vo ices ,

16 an d  c us tom er P .O .'s  fo r th e  aud it p e riod .  R e sa le  ca rd s , sh ipp ing  d ocum en ts , and  o the r re la ted

17 do cum enta tion  a lso  w e re  ava ilab le .

18

19 V E R IF IC A T IO N  A N D  F IN D IN G S

20 T h is  exa m ina tion  w as  done  o n  a  taxa b le  m easure  ba s is .  S a les  a re  in itia lly  reco rd ed  by  th e  

21 taxpa yer a t th e  tim e  o f sa le  on  n um erica lly  seque nced  invo ices .  T he  in vo ices  w e re  ha nd  po s te d  to  a

22 m anu a lly  p repa re d  sa les  jou rn a l th roug h  D ec em ber 1998 .  B e g in n ing  Janu ary  1 999  the  taxpa yer po s te d

23 sa les  in vo ices  to  a  com p u te r g enera ted  sa les  jou rna l.  B o th  the  h and  an d  com pute r gene ra te d  sa les  

24 jou rna ls  seg reg a te d  sa les  by  the  type  o f sa le ; taxa b le , resa le , rep a ir sa les , U .S . G o vernm en t, a nd  

25 in te rs ta te  com m erce .  S ep ara te  sa le s  jou rna ls  a re  p repa re d  fo r each  loca tion  an d  a re  co m b ined  w hen

26 po s te d  to  the  gen era l ledg er.

27

28

29

30
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TAXABLE MEASURE ANALYSIS EXHIBIT 38
PAGE 5 OF 7

Copy to Taxpayer
Date: _________

        T A X A B L E  M E A S U R E  A N A L Y S IS S C H E D U LE 1 2 pa g e  5  o f 7
P E R M IT 1 2-1 21 2 1 2
A U D IT O R J.C . C o n lo n
D A T E 0 9/18 /19 9 9

A B C D E F G H

REF

1

2 VERIFICA TIO N C O M M EN TS - continued

3

4

5

6 R e c ord ed  s a le s  w e re  tran sc rib e d  fro m  th e  sa le s  jo urn a l on  <1 2A >.  S a le s  inv o ice s  w e re  tra ce d

7 in to  the  s a les  jo u rn a l fo r tw o  co m p le te  rec ord ing  cyc les ; J u ly  1 9 98  an d  Ja n ua ry  1 9 9 9.  O n e u nre co rd e d

8 sa le  w as  n o te d  du rin g  th e  ch an g e ov er to  th e  a u tom a te d  a cc ou n tin g  sy s te m .   S e e   <1 2 D >   fo r d e ta il o f 

9 d iffe re nc es  a nd  a d d itio n a l co m m e nts .  N o  re cu rrin g  e rro rs  w e re  in d ic a te d ; so  n o  fu rth e r e x am in a tio n

1 0 w a s  d on e .

1 1

1 2 S a le s  jou rna l to ta ls  w e re  tra ce d  to  th e  ge n era l le d g er fo r th e  a u d it p e rio d .  N o  e rro rs  w ere  n o ted .

1 3

1 4 R e c ord ed  a m o un ts  a g re e d  w ith  th e  re p o rte d /c la im ed  a m o u nts  e xc ep t fo r o ne  tra n sp os itio n  e rro r in

1 5 c la im e d  res a les  o n  th e  4 Q -9 8  re tu rn .   S e e  <1 2 I>   fo r d e ta il o f d iffe re n ce s  an d  a dd ition a l c om m en ts .

1 6

1 7 A  re co n c ilia tion  o f sa le s  ta x  a cc ru e d  an d  rep o rted  d is c lo se d  n o  d iffe ren ce s .

1 8

1 9 T o ta l s a le s  w e re  re co n c ile d  w ith  th e  fed e ra l inc om e  ta x  re tu rn s  file d  d urin g  th e  a ud it p er io d  o n  <1 2C >. 

2 0 N o  m ater ia l d iffe re n ce s  w ere  d isc lo se d  an d  n o  u nre po rte d  sa le s  w ere  in d ica te d .

2 1

2 2 A  m ark -u p  an a lys is  o n  tax ab le  s a le s  w a s  do n e  o n  <1 2 B >.  N o  u nrep o rte d  ta xa b le  sa le s  w ere  

2 3 in d ica te d .

2 4

2 5 T h e ta xp a ye r fa ile d  to  rep o rt sa le s  o f res a le  inv en to ry  to  e m ploy ee s .  T h e se  sa le s  w e re  tra n sc rib e d  

2 6 fro m  th e  c as h  re ce ip ts  jo urn a l fo r th e  a ud it p er io d .   S e e  <1 2 E > fo r d e ta il o f d iffe re n ce s  a n d  a dd ition a l 

2 7 co m m e n ts .

2 8

2 9 T h e au d ito r e xa m in ed  the  fixe d  a ss e t a cco u nts  fo r th e  au d it pe r iod .  O n e un rep o rted  s a le  o f a  fo rk lift w a s

3 0 d isc los ed .   S e e  <1 2F >   fo r d e ta il o f d iffe re nc es  a nd  a d d itio n a l co m m e nts .
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TAXABLE MEASURE ANALYSIS EXHIBIT 38
PAGE 6 OF 7

Copy to Taxpayer
Date: _________

        TAX AB LE M EA SU R E  AN ALY SIS SC H E D U LE 12 page 6  o f 7
PE R M IT 12-121212
AU D IT O R J.C . C on lon
D ATE 09/18 /1999

A B C D E F G H

R EF

1

2 VERIFIC A TION  CO M M EN TS - continued

3

4 U SE TA X

5 The aud ito r exam ined pa id  b ills  fo r the  aud it period  and  schedu led  a ll ex -tax supp ly  purchases .

6 See <12H > fo r de ta il o f d iffe rences  and  add itiona l com m ents .

7

8 The taxpayer se lf-consum ed som e o f the  ex -tax inven to ry .  Se lf consum ed am ounts  w ere  transcribed

9 from  the  genera l ledger fo r the  aud it period .   See  <12G > fo r de ta il o f d iffe rences  and  add itiona l com m ents.

10

11 N o ex -tax  fixed  asse t purchases  occurred  during  the  aud it period .

12

13 R ESA LES

14 The aud ito r used  a  sta tis tica l sam ple  on  sa les  fo r resa le .  R esa les  w ere  traced  to  resa le  cards on  

15 file  and  questioned  item s w ere  schedu led .  S ee  <12J>  fo r de ta il o f d iffe rences and  add itiona l com m ents .

16 Q uestioned  item s w ere  fu rther inves tiga ted  by  trac ing  them  to  purchase  o rders  o r by send ing  ou t XY Z

17 le tte rs .  A  percen tage  o f d isa llow ance fo r resa les w as  ca lcu la ted  and app lied  to  to ta l recorded  resa les .

18 N o add itiona l e rro rs  in  recorded  resa les  w ere  ind ica ted . 

19

20 LAB O R

21 Labor sa les w ere  re la tive ly  few  in  num ber, so  the  aud ito r exam ined them  on  an  ac tua l bas is .  

22 D isa llow ed labor sa les cons is ted  o f fabrica tion  labor c la im ed as repa ir  and  to ta l repa ir invo ices

23 inc lud ing  m ateria ls  and  tax re im bursem ent, c la im ed as  repa ir labor.   See  <12K> fo r de ta il o f d iffe rences

24 and add itiona l com m ents .  N o  o ther e rro rs in  c la im ed labor sa les w ere  ind ica ted .

25

26 IN TER STA TE C O M M E R C E

27 In te rs ta te  com m erce  sa les w ere  few  in  num ber and  w ere  exam ined on  an  ac tua l basis .  Three

28 fore ign  com m erce  sa les m ade to  the  sam e custom er w ere  d isa llow ed s ince  they w ere  de live red

29 in  C a lifo rn ia .  See  <12L>  fo r de ta il o f d iffe rences  and  add itiona l com m ents .

30
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Copy to Taxpayer
Date: _________

TAXABLE MEASURE ANALYSIS EXHIBIT 38
PAGE 7 OF 7

        TA XA B LE M E AS U R E AN A LYS IS S C H E D U LE 12 page 7  o f 7
P ER M IT 12-121212
A U D ITO R J.C . C on lon
D AT E 09/18/1999

A B C D E F G H

REF

1

2 VERIFICATION COMMENTS - continued

3

4 B AD  D E B TS

5

6 The taxpayer c la im ed one bad debt during  the aud it period.  The aud ito r traced the am ount c la im ed

7 to  the  accounts  rece ivab le  subsid iary journa l and to  the  actua l invo ices  w ritten  o ff.  See <12M >  fo r de ta il

8 o f d iffe rences and add itiona l com m ents .

9

10 U . S . G O VE R N M EN T

11

12 The aud ito r exam ined sa les  to  the  U . S . G overnm ent on an actua l basis  fo r the  aud it period .  N o

13 errors  w ere d isc losed.

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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RECORDED SALES [12A] EXHIBIT 39

Copy to Taxpayer
Date: _________

        R E C O R D E D  S A LE S S C H E D U LE 12A
P ER M IT 12-121212
A U D IT O R J.C . C on lon
D A TE 09/18/1999

A B C D E F G H
 <------------------------------GENERAL LEDG ER----------------------------> (B+C+D+E+F)

REF P ER IO D
TA X AB LE  <EX -

TA X > R E S ALE
U .S . 

G O V 'T IN T ER ST AT E LAB O R T O T A L

1 JU L 13 ,007 3 ,133 350 140 695

2 A U G 18,003 2 ,076 180 620 478

3 S EP 16,015 3 ,163 420 40 375

4 3Q -98 47 ,025 8 ,372 950 800 1 ,548 58 ,695

5

6 O C T 19,273 2 ,486 389 900 710

7 N O V 16,236 2 ,874 576 1 ,140 208

8 D E C 8,334 5 ,999 435 1 ,580 214

9 4Q -98 43 ,843 11 ,359 1 ,400 3 ,620 1 ,132 61 ,354

10

11 JA N 9,209 2 ,157 675 1 ,865 452

12 FE B 11,765 3 ,868 200 420 617

13 M A R 13,376 4 ,072 545 525 208

14 1Q -99 34 ,350 10 ,097 1 ,420 2 ,810 1 ,277 49 ,954
15 TO TA L 125,218 29 ,828 3 ,770 7 ,230 3 ,957 170,003

16 <12B> <12B> <12B> <12B>

17 <12I>

18 <12J>

19 <A8.1A>

20 <A8.2A>

21

22

23

24

25

26

27

28

29

30

Instructional Note:

In general, figures and other data from taxpayer's records should not be
transcribed to the audit working papers without good reason.  However,
for illustration purposes, a summary schedule of recorded sales has been
prepared for this sample audit.
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Copy to Taxpayer
Date: _________

       M A R K -U P AN A LY SIS  - TA XA B LE  S ALES S C H E D U LE 12B
P ER M IT 12-121212
A U D ITO R J.C . C on lon
D AT E 09/18 /1999

A B C D E F G H

REF

07/01 /1998
TO

03/31 /1999

1

2 <12A> TA XA BLE SA LE S <E X-T AX > 125 ,218
3

4 ( * ) C O S T  O F  SA LES 112 ,932
5

6 LES S:  C O S T  O F  SA LES  @  10%  M A R K-U P

7 <12A> R ES A LE S 29,828

8 <12A> U .S .G O V 'T 3 ,770

9 <12A> IN TE R STA TE 7,230

10 40,828 x .909090 37,116
11

12 (Line 4-10) C O S T O F  TAX AB LE S A LE S 75,816
13
14 (Line 2-12) G R O SS  P R O FIT 49,402

15 (Line 14/12) M AR K -U P 65.16%
16

17 ( * ) B EG IN N IN G  IN VE N TO R Y 0

18 T O T A L PU R C H A SE S:

19 3Q -98 41,787

20 4Q -98 42,470

21 1Q -99 34,008 118 ,265

22 LES S:

23    EN D IN G  IN VE N TO R Y -5,333
24

25 C O S T  O F  SA LES 112 ,932

26 <Line 4>
27

28 COMMENTS

29 D iscuss ion  w ith  sa les  m anager ind icated  that sa les  for resa le , sa les  to  U .S . G ov 't.,

30 and  In te rs ta te sa les  w ere m ade  a t cons ide rab ly  less  m ark-up than  taxab le  sa les .
31 H e es tim ated  that the  average  m ark-up  on  these  sa les  w as 10% .  A  tes t o f a  few
32 invoices  substan tia ted the  es tim a te.  C ost o f these  sa les  has been  e lim inated  a t
33 the 10%  m ark-up  so  tha t a  com puta tion  cou ld  be  m ade  of the  m ark-up  on taxab le
34 sa les  as  above .
35

MARKUP ANALYSIS [12B] EXHIBIT 40
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TOTAL SALES RECONCILIATION [12C] EXHIBIT 41

Copy to Taxpayer
Date: _________

S C H E D U LE 12C
P E R M IT S R  A C  12-121212
A U D IT O R J.C . C onlon
D A TE 09/09 /1999

A B C D E

REF

7/1/97
to

12/31/97
1998 1999

1 G R O S S  R E C E IP TS 120 ,050 840 ,350 882 ,368
2 B E G IN N IN G  IN V E N T O R Y 4,300 30,100
3 P U R C H A S E S 82,998 580 ,986 610 ,035
4 C O S T O F  LA B O R
5 O TH E R  C O S TS
6 E N D IN G  IN V E N TO R Y 4,300 30,100 31,605
7 C O S T O F  G O O D S  SO LD ( L2+L3+L4+L5-L6  ) 78,698 555 ,186 608 ,530
8 G R O S S  P R O FIT ( L1-L7  ) 41,352 285 ,164 273 ,838
9 O TH E R  IN C O M E 1,600
10 TO T A L IN C O M E ( L8+L9 ) 42,952 285 ,164 273 ,838
11 D E D U C T IO N S :
12 C O M P E N S A TIO N  TO  O FF IC E R S 12,000 60,000 63,000
13 S A LAR IE S  A N D  W A G E S 15,000 75,000 78,750
14 R E PA IR S  A N D  M A IN TE N AN C E 1,500 1 ,575
15 B A D  D E B T S 25,000 26,250
16 R E N TS
17 TA X E S  A N D  LIC E N S E S
18 IN TE R E S T 1,000 1 ,050
19 C H A R ITA B LE  C O N T R IBU TIO N S 300 315
20 D E PR E C IA T IO N 7,500 30,000 31,500
21 D E PLE TIO N 15,505 16,280
22 A D VE R TIS IN G 3,450 3 ,623
23 P E N S IO N , P R O FIT -S H A R IN G , E X T . 1 ,000 1 ,050
24 E M P LO Y E E B E N E FIT  P R O G R A M S 1,000 1 ,050
25 O TH E R  D E D U C TIO N S 512 2 ,048 2 ,150
26 TO T A L D E D U C TIO N S ( L12 :L25 ) 35,012 215 ,803 226 ,593
27 NET INCOME ( L10-L26  ) 7 ,940 69,361 47,245

28 G R O S S  R E C E IP TS  P E R  F IT R (L1) 120 ,050 840 ,350 882 ,368

29
S A LES  TA X  IN C LU D E D  IN  
F ITR  G R O S S  R E C E IP TS

30
E X -TA X  G R O S S  R E C E IP TS  
R E PO R T ED  T O  B O E ( 414-M  ) 120 ,049 840 ,351 882 ,367

31 DIFFERENCE ( L28-L29-L30  ) 1 -1 1

TO T A L S ALE S  
R E C O N C ILIA T IO N  -F ITR
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UNRECORDED SALES [12D] EXHIBIT 42

Copy to Taxpayer
Date: _________

       U N R EC O R D ED  S ALES SC H E D U LE 12D
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/18/1999

A B C D E F G H

REF IN VO IC E D A TE
IN VO IC E 
N U M BER C U ST O M E R D ESC R IPT IO N AM O U N T

1

2 01 /07/1999 2727 Peter G abrie l R epairs  and  add itions  to  in teroffice

3 1007 S ledgeham m er B l com m un ication sys tem
4 San F ranc isco 900

5

6 COMMENTS

7 In January  1999 the taxpayer converted  from  m anual to  m achine posting.

8 O bv ious posting and record ing  errors  w ere  m ade during  the  changeover.

9 Journa l entries  w ere prepared to  ad jus t for the erro rs ; how ever, an invo ice 

10 w hich  had  no t been recorded  w as overlooked.  In  v iew  of the nature o f the

11 erro r and the quality  o f in terna l contro l p resent, the error w as cons idered

12 to be non-recurring.

13

14

15

16

17

18 INVOICE BREAKDOWN

19

20 M A TE R IAL 400 <A8.1>, <12>

21 LAB O R 500

22 SU BTO TAL (L20+L21) 900

23 T AX O N  M AT ER IAL 34
24 TO TAL (L22+L23) 934

25

26

27

28

29

30
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SALES TO EMPLOYEES [12E] EXHIBIT 43

Copy to Taxpayer
Date: _________

        SALES TO  EM PLO YEES SC H ED U LE 12E
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/18 /1999

A B C D E F G H
(C+D)

REF PER IO D R EFER EN C E
LO S 

AN G ELES
SAN  

FR AN C ISC O TO T AL

1 JU L C R -6 90 26 116

2 AU G C R -12 78 20 98

3 SEP C R -19 80 31 111

4 3Q -98 248 77 325

5

6 O C T C R -25 50 25 75

7 N O V C R -34 20 28 48

8 D EC C R -39 25 12 37

9 4Q -98 95 65 160

10

11 JAN C R -42 55 15 70

12 FEB C R -46 71 30 101

13 M AR C R -51 31 13 44

14 1Q -99 157 58 215

15 TO TALS 500 200 700

16 <A8.2> <A8.1> <12>

17

18

19

20

21 COMMENTS

22 The com pany has a po licy  of se lling goods to  em ployees out o f resa le 

23 inventory .  R esale cards w ere issued for m erchandise so ld  to  em ployees,

24 but, no m isuse of resa le  certificate w as ind icated s ince  the goods w ere 

25 intended  to  be resold w hen purchased .  A ll em p loyee sa les  are m ade for cash

26 and a re segregated betw een the tw o locations  in  the cash receip ts journal.

27

28

29

30
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UNREPORTED SALES OF CAPITAL ASSETS [12F] EXHIBIT 44

Copy to Taxpayer
Date: _________

        U N R EPO R TED  SALES O F C APIT AL ASSET S SC H ED U LE 12F
PER M IT 12-121212
AU D IT O R J.C . C on lon
D ATE 09/18/1999

A B C D E F G H

REF D ATE

JO U R N AL 
EN TR Y 

R EFER EN C E D r. C r.

1 11/09/98 J 11-6 Account rece ivable  - Jack R eyno lds 1,600

2 R eserve for D eprecia tion 1,565

3 Autom otive  equipm ent 2 ,684

4 G ain  on sale  o f cap ita l asset 481

5

6 "To record  sale  of fo rk lift to

7 Jack R eynolds

8
9 Taxab le am ount 1 ,600

10 <12>

11

12 CO MMENTS

13 The above sa le w as m ade by the taxpayer's  San F rancisco location.

14 The fork lift w as used in the  taxpayer's  w arehouse and de livered to the

15 custom er in  M ojave v ia com m on carrie r.

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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TRANSFERS FROM EX-TAX INVENTORY FOR OWN USE [12G] EXHIBIT 45

Copy to Taxpayer
Date: _________

        TR AN SFER S FR O M  EX-TAX IN VENT O RY SCH EDU LE 12G
        FO R  O W N  U SE PER M IT 12-121212

AUD ITO R J.C . C onlon
D ATE 09/18/1999

A B C D E F G H
(F+G )

REF DATE REFERENCE DESCRIPTIO N
LO S 

ANG ELES
SAN 

FRANCISCO TO TAL

1 07/31/1998 J 7-19 M ISC . ELEC TR IC AL SU PPLIES 70 38 108

2 08/31/1998 J 8-17 SAM E 40 52 92

3 09/30/1998 J 9-23 SAM E 21 40 61

4 3Q -98 131 130 261

5

6 10/31/1998 J 10-17 SAM E 16 38 54

7 11/30/1998 J 11-20 SAM E 15 14 29

8 12/31/1998 J 12-28 SAM E 50 118 168

9 4Q -98 81 170 251

10

11 01/31/1999 J 1-14 SAM E 32 32

12 02/28/1999 J 2-18 SAM E 52 29 81

13 03/31/1999 J 3-25 SAM E 14 34 48

14 1Q -99 66 95 161

15 TO TAL 278 395 673

16 <A8.2> <A8.1> <12>

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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QUARTERLY ANALYSIS OF CONSUMABLE SUPPLIES [12H] EXHIBIT 46
PAGE 1 OF 2

Copy to Taxpayer
Date: _________

SC H ED U LE 12H  PAG E 1  O F  2
PER M IT SR  AC  12-121212
AU D ITO R J.C . C O N LO N
D ATE 09/09/1999

A B C D E
<12H -1> <12H -1> <12H -1>

REF
QUESTIONED SUPPLY

PURCHASES
ADDITIONAL TAXAB LE
SUPPLY PURCHASES

ADDITIONAL TRAN SIT TAX
MEA SURE

1 D ata
2 Years D ATE Sum  o f AM O U N T Q U ESTIO N ED Sum  o f AM O U N T TAXABLE Sum  o f D ISTR IC T  M EASU R E
3 1998 Q tr1
4 Q tr2
5 Q tr3 293 275 275
6 Q tr4 371 349 349
7 1999 Q tr1 878 878 878
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand Tota l 1 ,542 1,502 1,502
12                          <12>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

AD D IT IO N AL C O N SU M ABLE SU PPLIES
SU BJEC T TO  U SE TAX  - AU D IT  PER IO D
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QUARTERLY ANALYSIS OF CONSUMABLE SUPPLIES EXHIBIT 46
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

SC H ED U LE 12H  PAG E 2 O F  2
PER M IT SR  AC  12-121212
AU D ITO R J.C . C O N LO N
D ATE 09/09/1999

A B C D E F G H
<12H -1>

REF LACT LATC BART SFPF SFTA
1 D ata
2 Years D ATE Sum  of LAC T Sum  of LATC Sum  of BAR T Sum  of SFPF Sum  of SFTA
3 1998 Q tr1
4 Q tr2
5 Q tr3 190 190 85 85 85
6 Q tr4 109 109 240 240 240
7 1999 Q tr1 749 749 129 129 129
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand To tal 1 ,048 1,048 454 454 454
12 <A8.2> <A8.1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

AD D ITIO N AL C O N SU M ABLE SU PPLIES  
SU BJEC T TO  U SE TAX  FO R  AU D IT 
PER IO D  BY  TR AN SIT TAX

Note:

Only LACT & BART are scheduled for illustration purposes.
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 47Copy to Taxpayer

Date: _________

S C H E D U LE 12H -1
P E R M IT S R  A C  12-121212
A U D IT O R J. C . C on lon
D A T E 09 /08 /99

A B C D E F G H I J K

REF DATE
INVOICE 
NUMBER VENDOR STREET CITY, STATE,ZIP SH

IP
 F

R
O

M

SHIP TO PO NUMBER PO
 S

TA
TU

S

R
C

 IS
SU

E
D

ITEM

1 07 /13 /1998 4237 9 A A A  C O R P 1000  M eyer Lane E l M on te , C A  91731 C A T orran ce 6131 Y B us in ess  C ards

2 07 /25 /1998 4660 4
B O W E R   
M A N U F A C T U R IN G 100  M ayer S tree t E l M on te , C A  91731 C A T orran ce B us in ess  C ards

3 09 /03 /1998 1727 B  &  R  IN C . 3225  N . C en tu ry  P laza P hoen ix , A Z  85012 A Z
S an  
F ra nc isco  B rochures

4 11 /17 /1998 2723 4 C A L PR IN T IN G 706  P eck  R oad
R e dondo  B each , C A  
9027 8 C A T orran ce 6868 Y F orm s

5 12 /08 /1998 2732 8 C A L PR IN T IN G 706  P eck  R oad
R e dondo  B each , C A  
9027 8 C A

S an  
F ra nc isco 6900 Y F orm s

6 12 /10 /1998 2749 1 C A L PR IN T IN G 706  P eck  R oad
R e dondo  B each , C A  
9027 8 C A T orran ce 6933 Y F orm s

7 12 /14 /1998 2742 22201 D E LU X E  S TA T IO N AR Y B O X  99031 M ilw aukee , W I 53 288 W I
S an  
F ra nc isco F o lde rs

8 01 /07 /1999 2795 05001 D E LU X E  S TA T IO N AR Y B O X  99031 M ilw aukee , W I 53 288 W I
S an  
F ra nc isco F o lde rs

9 01 /24 /1999 2982 76701 D E LU X E  S TA T IO N AR Y B O X  99031 M ilw aukee , W I 53 288 W I T orran ce B ind ers

10 01 /25 /1999 1997
M A R SH A LL 
IN D U S T R IES 3000  M a lt A ve . C o m m erce , C A  9 0040 C A T orran ce 6868 F O R M S

11 02 /20 /1999 1308
W Y LE   C O M PU T E R  
C O M P AN Y 25 Illino is  B lvd . S chaum b urg , IL  60194 IL T orran ce 6399

C o m pute r &  O ffice  
S upp lies

12 02 /28 /1999 1490
W Y LE   C O M PU T E R  
C O M P AN Y 25 Illino is  B lvd . S chaum b urg , IL  60194 IL T orran ce 6476

C o m pute r &  O ffice  
S upp lies

13 03 /30 /1999 1678
W Y LE   C O M PU T E R  
C O M P AN Y 25 Illino is  B lvd . S chaum b urg , IL  60194 IL T orran ce 6571

C o m pute r &  O ffice  
S upp lies

QUESTIONED EX-TAX PURCHASES OF 
CO NSUM ABLE SUPPLIES - AUDIT 
PERIOD

L M N O P Q R S

AMOUNT 
QUESTIONE

D
AMOUNT 
TAXABLE

DISTRICT 
MEASURE

DISTRICT 
CO DE CO MMENT A

B
C

 S
EN

T
10

32
 S

E
N

T
11

64
 S

E
N

T

190 190 190 LA C T , LA T C
N o  m isuse  o f re sa le  ca rd  ind ica ted . 
T axpayer pu rchases  o the r item s  fo r 

18 0 0 LA C T , LA T C N o  R esa le  C a rd  p rov ided y

85 85 85
B A R T ,S FT A , 
S F PF Item  E xpe nsed  fo r ow n  use  Y

109 109 109 LA C T , LA T C
N o  m isuse  o f re sa le  ca rd  ind ica ted . 
T axpayer pu rchases  o the r item s  fo r 

140 140 140
B A R T ,S FT A , 
S F PF

N o  m isuse  o f re sa le  ca rd  ind ica ted . 
T axpayer pu rchases  o the r item s  fo r 

22 0 0 LA C T , LA T C
N o  m isuse  o f re sa le  ca rd  ind ica ted . 
T axpayer pu rchases  o the r item s  fo r 

100 100 100
B A R T ,S FT A , 
S F PF

N o  tax  reported  by  vend or pe r A B C  
le tte r Y

129 129 129
B A R T ,S FT A , 
S F PF

N o  tax  reported  by  vend or pe r A B C  
le tte r Y

200 200 200 LA C T , LA T C
N o  tax  reported  by  vend or pe r A B C  
le tte r Y

150 150 150 LA C T , LA T C
N o  m isuse  o f re sa le  ca rd  ind ica ted . 
T axpayer pu rchases  o the r item s  fo r 

160 160 160 LA C T , LA T C Item  E xpe nsed  fo r ow n  use  Y

130 130 130 LA C T , LA T C Item  E xpe nsed  fo r ow n  use  Y

109 109 109 LA C T , LA T C Item  E xpe nsed  fo r ow n  use  Y

1 ,542 1 ,502 1 ,502

<12H pg 1> <12H pg 2>

COMMENTS:

Purchase invoices for the audit period were examined.  Items scheduled were charged to
expense accounts.  The taxpayer was allowed adequate time to obtain responses to "ABC
letters."  Use tax was assessed on purchases from vendors not registered with the Board or
when no response was received to an "ABC" letter..

Instructional Note:

In the event a taxpayer asserts that the use tax on a questioned purchase was remitted to the Board by the vendor either on his or
her tax return or audit determination a ABC letter should be sent.   To assist the taxpayer in satisfying their use tax obligation, the
Board has developed the Form BOE-503 (hereafter called the "ABC" Letter) procedure.

Note: 2

Schedules should be printed on legal size (8.5 x 14) or  to conform to 0302.08. All exhibits in this chapter were prepared using the
audit macro package in Excel.   In order to efficiently utilize the district tax pivot table, district tax measure should be scheduled as
shown in the example above.



AUDIT MANUAL

January 2000

SALES FOR RESALE RECONCILIATION [12I] EXHIBIT 48

Copy to Taxpayer
Date: _________

SALES FO R  R ESALE R EC O N C ILIATIO N SC H ED U LE 12I
PER M IT 12-121212
AU D IT O R J. C . C O N LO N
D ATE 09/14/1999

A B C D E F G H

ANALYSIS OF DIFFERENCE

PER IO D
R EC O R D ED  

R ESALES
C LAIM ED  
R ESALES D IFFER EN C E

ER R O R S IN  
PR EPAR IN G  

R ETU R N S

REF  <12A> <414> (C - B)

1 3Q -98 8,372 8,372 0 0

2 4Q -98 11,359 11,395 36 36

3 1Q -99 10,097 10,097 0 0
4 TO TAL 29,828 29,864 36 36

5 <12>

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30



AUDIT WORKING PAPERS

January 2000

DISALLOWED SALES FOR RESALE [12J] EXHIBIT 49
PAGE 1 OF 2

Copy to Taxpayer
Date: _________

        D ISALLO W ED  C LAIM ED  SALES F O R  R ESALE SC H ED U LE 12J page 1 of 2
PER M IT 12-121212
AU D ITO R J.C . C onlon
D ATE 09/14/1999

A B C D E F G H I J

<12A> <12J-1> (B x C) (B - D) <414> (F - E) ANALYSIS OF DIFFERENCES

REF PER IO D
R EC O R D ED  

R ESALES

PER C EN TAG E 
O F  

D ISALLO W AN C E
D ISALLO W ED  

R ESALES
AU D ITED  
R ESALES

C LAIM ED  
R ESALES D IFFER EN C E

D ISALLO W E
D  R ESALES

ER R O R S IN  
PR EPAR IN G  

R ETU R N S

1 3Q -98 8,372 5.85% 490 7,882 8,372 490 490 0

2 4Q -98 11,359 665 10,694 11,395 701 665 36

3 1Q -99 10,097 591 9,506 10,097 591 591 0
4 TO TAL 29,828 1,746 28,082 29,864 1,782 1,746 36

5 <12>

6

7 COMMENTS

8 A stat sam ple w as m ade of sa les for resa le.  The sam ple s ize w as ca lcu lated based on the

9 results  o f the b lock  sam ple used in the prior audit <12J-2a> (not show n).  The sam ple w as se lected us ing

10 the Boards P .C . random  sam ple program .

11

12 Sam ple invo ices , am ounts  and questioned transactions are scheduled on <12J-1a>.

13 R esales w ere traced to  resale cards m ainta ined by the taxpayer.  The taxpayer w as able

14 to estab lish that m ost o f the questioned transactions w ere va lid  sa les  for resa le. A  percentage

15 of d isa llow ance (5.85% ) w as  ca lcu la ted on <12J-1>.

16

17 A  portion of the d isa llow ed resales w ere the result o f a transposition error by  the taxpayer

18 w hen preparing the 4Q -98 return.

19

20

21

22

23

24

25

26

27

28

29

30



AUDIT MANUAL

January 2000

DISALLOWED SALES FOR RESALE EXHIBIT 49
PAGE 2 OF 2

Copy to Taxpayer
Date: _________

SCHEDULE 12J page 2 of 2
PERMIT 12-121212
AUDITOR J.C. Conlon
DATE 09/14/1999

A B C D E F G H

REF LACT LATC BART SFTA SFPF
NO TRANSIT

TAX
1 Data
2 Years DATE Sum of LACT Sum of LATC Sum of BART Sum of SFPF Sum of SFTA Sum of NONE
3 1998 Qtr1
4 Qtr2
5 Qtr3 33 33 60 60 60 0
6 Qtr4 29 29 24 24 24 37
7 1999 Qtr1 44 44 124
8 Qtr2
9 Qtr3
10 Qtr4
11 Grand Total 106 106 84 84 84 161
12 <A8.2> <A8.1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

DISALLOWED SALES FOR RESALES -
BY DISTRICT

Note:

Only LACT & BART are scheduled for illustration purposes.



AUDIT WORKING PAPERS

January 2000

PERCENTAGE OF DISALLOWANCE [12J–1] EXHIBIT 50

Copy to Taxpayer
Date: _________

        P ER C EN TAG E  O F  D IS ALLO W A N C E - SC H ED U LE 12J-1
        S ALES  FO R  R ESA LE PE R M IT 12-121212

AU D ITO R J.C . C on lon
D A TE 09/14/1999

A B C D E F G H

<12J-1a page 4> <12J-1a> (C / B )

REF PE R IO D
R E SALES  
TES TED

D IS ALLO W E D  
R E SALES

PE R C E N TAG E 
O F  

D IS ALLO W A N C E

1

2 TO TAL 6,007 351.00 5 .85%

3 <A8.1A-1> <12J>

4 <A8.2A-1>

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30



A
U

D
IT M

A
N

U
A

L

J
a

n
u

a
ry

 2
0

0
0

S
A

L
E

S
 F

O
R

 R
E

S
A

L
E

 T
E

S
T

 —
 S

TA
T

 S
A

M
P

L
E

[12J–1A
]

E
X

H
IB

IT
 51

P
A

G
E 1 O

F 3Copy to Taxpayer
Date: _________

S C H E D U L E 1 2 J -1 a
P E R M IT S R  A C  1 2 -1 2 1 2
A U D IT O R J .C . C O N L O N
D A T E 0 9 /0 9 /1 9 9 9

A B C D E F G H I J

REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUM BER PO

 S
TA

TU
S

ITEM
AMOUNT 

QUEST IONED

1 0 8 /0 9 /1 9 9 8 1 9 5
T U R N E R 'S  T O O L  
C O . 3 4 3 4  A rro w  H ig h w a y S a n ta  A n a , C A  9 2 7 0 8   E n v e lo p e s 8 2

2 0 9 /1 1 /1 9 9 8 2 3 9
O V E R L A K E  P R E S S  
IN C . 3 4 3 3  R o s e w o o d  R o a d C o m p to n , C A  9 0 2 2 1 C 0 0 1 2 3 4 5  

H o lid a y  G re e tin g  
C a rd s 3 0

3 0 9 /1 8 /1 9 9 8 2 4 2
M E S S E N G E R  
T O O L IN G , IN C

2 2 3 2 3   W a s h in g to n  
B lv d

S a n  F ra n c is co , C A  
9 4 4 2 0   S ig n s 6 0

4 1 1 /2 1 /1 9 9 8 2 4 3
C O L O R  S E R V IC E  
IN C . 3 4 3 3  H o lly w o o d  B lv d

N o rth  H o lly w o o d , C A  
9 1 6 0 6 C A L -1 3 0 5 4 7  T ra n s p a re n c y 3

5 1 2 /2 7 /1 9 9 8 2 4 5 R A L P H  &  C O M P A N Y
3 4 3 4  L o n g  A rro w  
H ig h w a y M o ja v e , C A  9 3 5 0 3   B ra s s  H a rd w a re 3 7

6 1 2 /0 1 /1 9 9 8 2 5 7
G R E E N  
C O R P O R A T IO N

2 3 4 5  W e s t B r id g e p o rt 
R o a d L o s  A n g e le s , C A  9 0 0 2 6 A B C 1 2 3 0 1 4  S ilv e r F o a m  C o v e rs 4 6

7 1 2 /0 5 /1 9 9 8 2 7 0
G R E E N  
C O R P O R A T IO N

2 3 4 5  W e s t B r id g e p o rt 
R o a d L o s  A n g e le s , C A  9 0 0 2 6 A B C 1 2 3 6 1 2  H a n g e rs 2 8

8 1 2 /2 4 /1 9 9 8 2 8 0
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 5 1 0 0 2 N T S o lve n ts 8 6

9 0 1 /0 5 /1 9 9 9 2 9 4
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 5 1 1 2 5 N T L ig h t B u lb s 6 2

1 0 0 1 /0 8 /1 9 9 9 3 5 0
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 5 1 3 0 0 N T P o lis h in g  C re a m 2 0

1 1 0 1 /1 2 /1 9 9 9 3 6 2
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 5 1 4 5 6 N T M ira c le  W a x 2 9

1 2 0 1 /1 5 /1 9 9 9 3 7 2
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 6 2 0 1 1 N T P a in t R e m o v e r 8 4

1 3 0 1 /1 9 /1 9 9 9 3 8 6
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 6 3 0 0 7  G lo v e s 2 1

1 4 0 1 /2 5 /1 9 9 9 4 1 2 L IT T L E  G U Y  IN C .
5 6 7 8  F a s h io n  C e n te r 
B lv d N e w  Y o rk ,  N Y  6 7 8 9 0 N e w  Y o rk   P a in t R e m o v e r 2 2

1 5 0 2 /0 2 /1 9 9 9 4 2 5
Y O U S E F F IA  
F A S H IO N S 4 5 4 4  4 2 n d  L a n e S a n ta  A n a , C A  9 2 7 0 8  Y 9 7 9 8 7  H a n g e rs 1 2

3 6 0 2 /0 5 /1 9 9 9 6 8 0
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 6 3 5 7 8 N T P o lis h in g  W h e e ls 1 1 5

3 7 0 2 /2 2 /1 9 9 9 6 9 9 B IG  B U S IN E S S  IN C .
4 5 4 5  W e s t In d u s try  
D r iv e L o s  A n g e le s , C A  9 0 0 2 1 1 2 3 7 8 9 4 5 6  B u s in e s s  C a rd s 4 4

QUESTIONED CLAIMED RESALE SALES - 
STATISTICAL SAMPLE 1 2

K L M N O P

AMOUNT 
TAXABLE

DISTRICT  
MEASURE

DISTRICT 
CODE COMMENT XY

Z 
SE

NT
11

64
 S

EN
T

0 0 N O N E R e s a le  ca rd  lo c a te d Y

3 0 3 0 L A C T , L A T C X Y Z  s ta te s  ta x a b le Y

6 0 6 0
B A R T ,S F T A , 
S F P F N o  re s p o n se  to  X Y Z Y

3 3 L A C T , L A T C N o  re s p o n se  to  X Y Z Y

3 7 3 7 N O N E X Y Z  s ta te s  ta x a b le Y

0 0 N O N E X Y Z  s ta te s  re s a le Y

0 0 N O N E X Y Z  s ta te s  re s a le Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

0 0 N O N E S u p p o rte d  b y  B ill o f L a d in g

0 0 N O N E X Y Z  s ta te s  re s a le Y

0 0 N O N E R e s a le  ca rd  lo c a te d Y

4 4 4 4 L A C T , L A T C X Y Z  s ta te s  ta x a b le Y



A
U

D
IT W

O
R

K
IN

G P
A

P
E

R
S

J
a

n
u

a
ry

 2
0

0
0

S
A

L
E

S F
O

R R
E

S
A

L
E T

E
S

T —
 S

TA
T S

A
M

P
L

E
E

X
H

IB
IT 51

P
A

G
E 2 O

F 3Copy to Taxpayer
Date: _________

3 8 0 2 /2 5 /1 9 9 9 7 0 2
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y M o ja ve , C A  9 3 5 0 2 R E F 4 5 4 7 9 0 0 N T T ra y s 6 4

3 9 0 2 /2 6 /1 9 9 9 7 8 4
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 6 4 0 0 0 N T M ira c le  W a x 3 5

4 0 0 3 /0 2 /1 9 9 9 7 9 1
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 7 7 8 9 1  B ro c h u re s 1 0 0

4 1 0 3 /0 5 /1 9 9 9 8 0 5 L IT T L E  G U Y  IN C .
5 6 7 8  F a s h io n  C e n te r 
B lv d N e w  Y o rk , N Y  6 7 8 9 0 N e w  Y o rk   P a in t R e m o v e r 7 6

4 2 0 3 /0 8 /1 9 9 9 8 1 6
Y O U S E F F IA  
F A S H IO N S 4 5 4 4  4 2 n d  L a n e S a n ta  A n a , C A  9 2 7 0 8  Y 9 7 9 8 7  H a n g e rs 5 0

4 3 0 3 /0 9 /1 9 9 9 8 6 6
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 7 8 0 1 2  B u s in e ss  C a rd s 4 0

4 4 0 3 /1 0 /1 9 9 9 8 6 7
H O L L Y W O O D  &  
V E G A 4 5 4 4  W . In d u s try  W a y S a n  D ie g o , C A  9 2 1 0 1 R E F 4 5 7 8 1 2 4  P o lis h in g  C re a m 3 8

4 5 0 3 /1 1 /1 9 9 9 8 9 3
Y O U S E F F IA  
F A S H IO N S 4 5 4 4  4 2 n d  L a n e S a n ta  A n a , C A  9 2 7 0 8 Y 9 8 7 8 3  H a n g e rs 1 6 5

4 6

4 7 T O T A L : 1 ,4 7 0

4 8

4 9

5 0

5 1

5 2

5 3

6 4 6 4 N O N E X Y Z  s ta te s  ta xa b le Y

0 0 N O N E R e s a le  c a rd  lo c a te d Y

0 0 N O N E R e s a le  c a rd  lo c a te d Y

0 0 N O N E S u p p o rte d  b y  B ill o f L a d in g

0 0 N O N E X Y Z  s ta te s  re s a le Y

0 0 N O N E R e s a le  c a rd  lo c a te d Y

0 0 N O N E R e s a le  c a rd  lo c a te d Y

0 0 N O N E X Y Z  s ta te s  re s a le Y

3 5 1 3 5 1

< 1 2 J -1 > < 1 2 J >

S C H E D U L E 1 2 J -1 a
P E R M IT S R  A C  1 2 -1 2 1 2
A U D IT O R J .C . C O N L O N
D A T E 0 9 /0 9 /1 9 9 9

A B C D E F G H I J

REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUMBER PO

 S
TA

TU
S

ITEM
AMOUNT 

QU ESTION ED

QUESTIONED CLAIMED RESALE SALES - 
STATISTICAL SAMPLE 1 2

K L M N O P

AMOUNT 
TAXA BLE

DISTRICT 
M EASUR E

DISTRICT 
CODE COMMENT XY

Z 
SE

NT
11

64
 S

EN
T

Note:

Not all transactions are scheduled and the totals will not foot.

Schedules should be printed on legal size (8.5 x 14) or  to conform to 0302.08. All exhibits in this chapter were prepared
using the audit macro package in Excel.   In order to efficiently utilize the district tax pivot table, district tax measure
should be scheduled as shown in the example above.



AUDIT MANUAL

January 2000

SALES FOR RESALE TEST — STAT SAMPLE EXHIBIT 51
PAGE 3 OF 3

Copy to Taxpayer
Date: _________

       S A LE S  FO R  R E S A LE  TE S T S TA T IS T IC A L S A M P LE S C H E D U LE 12J -1a  page  3 o f 3
P E R M IT 12-121212
A U D ITO R J.C . C on lon
D A TE 09/14 /1999

A B C D E F G H

Sam ple

REF
Invo ice  
N um ber

Invo ice  
A m ount

A m ount 
Q uestioned C om m ents

1 101 26.00 (1 )

2 109 46 .00 (1 )

3 177 100.00 (1 )

4 179 75 .00 (1 )

5 195 82 .00 82 .00 S ee page  1

6 199 26.00 (1 )

7 200 44 .00 (1 )

8 218 85 .00 (1 )

9 222 12 .00 (1 )

10 234 6 .00 (1 )

11 236 69.00 (1 )

12 239 30.00 30 .00 S ee page  1

13 242 60.00 60 .00 S ee page  1

14 243 3.00 3 .00 S ee page  1

15 245 37.00 37 .00 S ee page  1

16 257 46.00 46 .00 S ee page  1

17 270 11.00 (1 )

18 274 28.00 28 .00 S ee page  1

19 275 34.00 (1 )

20 280 86.00 86 .00 S ee page  1

21 294 62.00 62 .00 S ee page  1

335 680 115.00 115 .00 S ee page  1

336 699 44.00 44 .00 S ee page  1

337 702 64.00 64 .00 S ee page  1

338 784 35.00 35 .00 S ee page  1

339 791 100.00 100 .00 S ee page  1

340 805 76.00 76 .00 S ee page  1

341 816 50.00 50 .00 S ee page  1

342 866 40.00 40 .00 S ee page  1

343 867 38.00 38 .00 S ee page  1
344 893 165.00 165 .00 S ee page  1
345 905 76.00 (1 )
346 916 5.00 (1 )
347 966 2.00 (1 )
348 967 64.00 (1 )
349 982 775.00 (1 )
350 983 64.00 (1 )

TO TA L 6,007 .00 1 ,470 .00 (1 ) V A LID  S A LE  FO R  R E S A LE  S U P P O R T E D  

<12J -1> W IT H  T IM E LY  R E S A LE  C E R TIF IC A T E .
<A 8.1>
<A 8.2>

Note:

Not all transactions are scheduled and
the totals will not foot.



AUDIT WORKING PAPERS

January 2000

STATEMENT CONCERNING PROPERTY
PURCHASED WITHOUT TAX (XYZ LETTER) [12J–1A–1] EXHIBIT 52
BOE 504-CUS (1-97) STATE OF CALIFORNIA

BOARD OF EQUALIZATIONSTATEMENT CONCERNING PROPERTY PURCHASED
WITHOUT PAYMENT OF CALIFORNIA SALES TAX

DMA ________
Auditor’s Initials ________

Please complete this inquiry statement to indicate the disposition of certain non-taxed purchases you made from the
seller listed below.  Please fill out the form completely, check the appropriate boxes, and sign as your company’s
authorized representative.  The form should be returned within 10 days.

Please check the appropriate boxes below. If none of these apply, please explain below.

The above property was purchased for resale and was resold in the form of tangible personal property.  It was
not used for any purpose other than retention, demonstration, or display while being held for sale in the
regular course of business.

The above property was purchased for resale and is presently in resale inventory.  It has not been used for
any purpose other than retention, demonstration, or display while being held for sale in the regular course of
business.

The above property was purchased for leasing and tax measured by rental receipts has been paid directly to
the Board with our sales tax returns.

The above property was purchased for resale to the United States Government.  In accordance with the title
provisions of the U.S. Government supply contract, the U.S. Government took title to the property prior to any
use of the property by us.

The above property was purchased for our own use and not for resale, and
tax in the amount of __________ was paid directly to the Board with our sales tax return for the reporting
period ____________________.
tax in the amount of __________ was added to the billing and remitted to the Seller.

the purchase is a taxable transaction and tax is applicable.

NAME OF SELLER FROM W HOM YOU PURCHASED ITEMS W ITHOUT SALES TAX SELLER’S PERMIT NO.

DATE
INVOICE
NUMBER

PURCHASE
ORDER

NUMBER
AMOUNT DESCRIPTION

_____________________________________________________________________________________________________________________________________________

COMMENTS
_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

_____________________________________________________________________________________________________________________________________________

NATURE OF BUSINESS

PURCHASER’S SALES TAX PERMIT NUMBER PURCHASER’S NAME

SIGNATURE TITLE

DATE PHONE CITY

The information provided above is subject to verification by the State Board of Equalization.

AC
J.C.

ABC COMPANY SR AC 12-121212

09/11/1998 239 C0012345 30 HOLIDAY GREETING CARDS

XXXXX

XXXXX

Lighting Fixture RetailerLighting Fixture RetailerLighting Fixture RetailerLighting Fixture RetailerLighting Fixture Retailer

SR AB 11-121212SR AB 11-121212SR AB 11-121212SR AB 11-121212SR AB 11-121212

SSSSS.T. V.T. V.T. V.T. V.T. Vegaegaegaegaega

S.T. VegaS.T. VegaS.T. VegaS.T. VegaS.T. Vega

OwnerOwnerOwnerOwnerOwner

8/12/19998/12/19998/12/19998/12/19998/12/1999 (310)  555-4545(310)  555-4545(310)  555-4545(310)  555-4545(310)  555-4545 TorranceTorranceTorranceTorranceTorrance
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STATISTICAL SAMPLE EVALUATION [12J–2] EXHIBIT 53

Copy to Taxpayer
Date: _________

S T A T  SA M PL E  EV A LU A T IO N  - S C H E D U LE 12J -2
S A LE S  F O R  R E S A LE P E R M IT 12-12 1212

A U D IT O R J.C . C on lo n
D AT E 09/1 4 /1999

A B C D E F G H

U N IT S D O LLA R S
S A M P LE  

D IF FE R E N C E S
D IF FE R E N C E S  

S Q U A R E D

R EF   

1 P O P U LA T IO N  (N ): 1 ,57 5 29,8 28 30.0 0 900 .00

2 S A M P LE  (n ): 350 6 ,00 7 60.0 0 3 ,60 0 .00

3 D IF FE R E N C E S  (d ): 10 351 3 .00 9 .00

4 S U M  O F  D IF F ER E N C E S  S Q U AR E D : 15 ,3 55 37.0 0 1 ,36 9 .00

5 24.0 0 576 .00

6 M E A N : $1 .0 0 23 .0 0 529 .00

7 24.0 0 576 .00

8 S T A N D A R D  D E V IA T IO N : $6 .6 0 42 .0 0 1 ,76 4 .00

9 44.0 0 1 ,93 6 .00

10 S T A N D A R D  E R R O R : $0 .3 1 64 .0 0 4 ,09 6 .00

11 351 .00 15 ,3 55 .00

12 IN T ER V A L A T  80%  C L: $0 .4 0

13 IN T ER V A L A T  90%  C L: $0 .5 1

14 IN T ER V A L A T  95%  C L: $0 .6 1

15

16 IN T ER V A L A S  %  O F  M E A N :

17 A T  80%    39 .7 0%

18 A T  90%    51 .0 2%

19 A T  95%    60 .8 0%

20

21 A V E . P O P U L AT IO N  U N IT 19

22

23 A V E . S A M P LE  U N IT 17

24

25 P E R C E N T  O F  ER R O R : 5 .84 73%

26

27

28

29

30
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QUARTERLY SUMMARY OF LABOR SALES DISALLOWED [12K] EXHIBIT 54

Copy to Taxpayer
Date: _________

A B C D E F G H
<12K -1> <12K -1> <12K -1>

REF Q UESTIO NED LABO R SALES
ADDITIO NAL TAXABLE 

LABO R SALES
ADDITIO NAL TRANSIT TAX 

MEASURE
1 D ata
2 Y ears D A TE S um  of A M O U N T Q U E STIO N E D S um  of A M O U N T TA X AB LE S um  of D IS TR IC T  M E A S U R E
3 1998 Q tr1
4 Q tr2
5 Q tr3 588 588 510
6 Q tr4 449 449 400
7 1999 Q tr1 223 223 18
8 Q tr2
9 Q tr3
10 Q tr4
11 G rand  Tota l 1 ,260 1 ,260 928
12 <12>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

D IS A LLO W E D  C LAIM ED  
LAB O R  S ALE S  A U D IT  P E R IO D P E R M IT  S R A C 12-121212

S C H E D U LE  12K

A U D ITO R  J . C . C O N LO N
D A TE  09 /09 /1999



A
U

D
IT M

A
N

U
A

L

J
a

n
u

a
ry

 2
0

0
0

S C H E D U LE 12K -1
P E R M IT 12-121212
A U D IT O R J.C . C on lon
D A T E 09/14/1999

A B C D E F G H I J

REF DATE

SALES 
INVOICE 
NUMBER CUSTOMER NAME STREET CITY, STATE,ZIP SHIP TO PO NUMBER PO

 S
TA

TU
S

ITEM

AMOUNT 
QUESTIONE

D

1 07/09 /1998 12231 JO H N S O N  C O N S T R U C T IO N 3331 W . A lam ed a B lvd . Los  A nge les , C A  9 0058 N /A P las tic  W rapp ing 410

2 07/13 /1998 13301 M .O . N E LS O N 4521 W . Ind us try  W a y Los A nge les , C A    92101 N /A M ater ia l 74

3 08/17 /1998 13805 C .J . LE E R 3413 R osew ood R oa d S an F ranc isco ,  C A   9 0221 N /A M ater ia l 26

4 09/20 /1998 14420 M .L . L E W IS 23113  E . R iver D rive R ivers ide , C A   92508 N /A M ater ia l 78

5 11/16 /1998 14920 JO H N S O N  C O N S T R U C T IO N 3331 W . A lam ed a B lvd . Los  A nge les , C A  9 0058 N /A P las tic  W rapp ing 395

6 12/09 /1998 15200 D O N  B R O O N E 4544  Indus try  R o ad S an F ranc isco ,  C A   9 0221 N /A M ater ia l 5

7 12/27 /1998 15620 G .S . P A T T O N 2310 P lum  S tree t R ivers ide , C A   92508 N /A M ater ia l 49

8 01/27 /1999 16230 W . R O D G E R S 4542 42nd Lane S anta  A na, C A  927 08 N /A P las tic  W rapp ing 205

9 03/12/1999 16802 W . S M IT H 3731 M ain  S tree t Los  A nge les , C A  9 0058 N /A M ater ia ls 18

T O T A L: 1 ,260

QUESTIONED CLAIMED LABOR 
SALES - AUDIT PERIOD

K L M N O P

AMOUNT 
TAXABLE

DISTRICT 
MEASURE

DISTRICT 
CODE COMMENT XY

Z 
SE

NT
11

64
 S

EN
T

410 410 LA C T , LA T C
W eath erized  P la stic  W rap p in g  
A pp lied  to  C usto m er 's  W ir in g  

74 74 LA C T , LA T C
M ater ia ls  U sed in  R epa irs   
C la im ed as  Labor

26 26
B A R T , S F T A , 
S F P F

M ater ia ls  U sed in  R epa irs   
C la im ed as  Labor

78 0 N O N E
M ater ia ls  O n ly - C lass ified  as  
Labor

395 395 LA C T , LA T C
W eath erized  P la stic  W rap p in g  
A pp lied  to  C usto m er 's  W ir in g  

5 5
B A R T , S F T A , 
S F P F

M ater ia ls  O n ly - C lass ified  as  
Labor

49 0 N O N E
M ater ia ls  U sed in  R epa irs   
C la im ed as  Labor

205 0 N O N E
W eath erized  P la stic  W rap p in g  
A pp lied  to  C usto m er 's  W ir in g  

18 18 LA C T , LA T C
M ater ia ls  U sed in  R epa irs   
C la im ed as  Labor

1 ,260 928

<12K> <12K-2>

L
A

B
O

R
 S

A
L

E
S

 D
IS

A
L

L
O

W
E

D
[12K

–1]
E

X
H

IB
IT

 55

Copy to Taxpayer
Date: _________

Note:

Schedules should be printed on legal size (8.5 x 14) or  to conform to 0302.08. All exhibits
in this chapter were prepared using the audit macro package in Excel.   In order to efficiently
utilize the district tax pivot table, district tax measure should be scheduled as shown in the
example above.
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QUARTERLY DISTRICT ANALYSIS
OF LABOR SALES DISALLOWED [12K–2] EXHIBIT 56

Copy to Taxpayer
Date: _________

SCHEDULE 12K-2
PERMIT 12-121212
AUDITOR J.C. Conlon
DATE 09/14/1999

A B C D E F G
<12K-1>

REF LACT LATC BART SFPF SFTA
1 Data
2 Years DATE Sum of LACT Sum of LATC Sum of BART Sum of SFPF Sum of SFTA
3 1998 Qtr1
4 Qtr2
5 Qtr3 484 484 26 26 26
6 Qtr4 395 395 5 5 5
7 1999 Qtr1 18 18
8 Qtr2
9 Qtr3
10 Qtr4
11 Grand Total 897 897 31 31 31
12 <A8.2> <A8.1>
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

DISALLOWED CLAIMED 
LABOR SALES BY TRANSIT 
TAXES



A
U

D
IT M

A
N

U
A

L

J
a

n
u

a
ry

 2
0

0
0

D
IS

A
L

L
O

W
E

D
 IN

T
E

R
S

TA
T

E
 C

O
M

M
E

R
C

E
 S

A
L

E
S

[12L
]

E
X

H
IB

IT
 57

Copy to Taxpayer
Date: _________

Note:

Not engaged in business in San Diego.

        D ISALLO W ED  CLAIM ED INTERSTAT E SCHEDULE 12L
CO M M ERC E SALES PER M IT 12-121212

AUDITO R J.C . C onlon
DATE 09/18/1999

A B C D E F G H I J K L M N

REF
INVO ICE 

DATE
INVO ICE 
NUM BER CUST O M ER CUST O M ER AD DRESS

TAXABLE 
AM O UN T CO M M ENT S

1 7/15/1998 378 W ayne Che ing Tokyo, Japan 495 M erchandise shipped to San D iego warehouse  v ia C om m on Carrier.

2 10/2/1998 1315 Sam e Sam e 1,420 Sam e

3 2/8/1999 2417 Sam e Sam e 835 Sam e
4 TO T AL 2,750

5 <12>
6

7

8

9 Comm ents
10 D isa llowed inters tate com m erce sales  were shipped to a San D iego  warehouse as a collection

11 point for other goods  and  were stored there until being shipped out o f the coun try.

12

13

14

15

16

17

18

19

20

21

22

23
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 C
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A
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 D
E
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T

S
[12M

]
E

X
H
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 58Copy to Taxpayer
Date: _________

         D ISALLO W ED  C LA IM E D  B AD  D EB TS SC H E D ULE 12M
AU D IT  PE R IO D PE R M IT 12-121212

AU D ITO R J.C . C onlon
D AT E 09/18/1999

A B C D E F G H I J K L M
(J+K)

REF
IN VO IC E 

D AT E
IN VO IC E 
N U M BE R C U ST O M ER C U ST O M ER  AD D R ES S

TO TA L 
W RITT EN  

O FF M AT ER IALS
R EP AIR  
LA BO R

SA LE S TA X  
R EIM -  

BU R S EM E NT
D ISALLO W ED  

BA D  D E BT S

1 07/06/1998 236 AB C  C orpora tion 121 H arbor B lvd., N ewport Beach 405 185 206 14 220

2 07/24/1998 402 SA M E SA M E 191 70 116 5 121

3 08/06/1998 632 SA M E SA M E 624 295 306 23 329

4 08/15/1998 805 SA M E SA M E 1,099 475 587 37 624

5 08/17/1998 845 SA M E SA M E 792 365 399 28 427

6 09/24/1998 1376 SA M E SA M E 328 149 167 12 179

7 3Q -98 3,439 1,539 1,781 119 1,900

8

9 10/13/1998 1522 AB C  C orpora tion 121 H arbor B lvd., N ewport Beach 667 297 347 23 370

10 10/31/1998 1777 SA M E SA M E 741 342 372 27 399

11 11/18/1998 1896 SA M E SA M E 558 255 283 20 303

12 12/24/1998 2598 SA M E SA M E 534 240 275 19 294

13 12/31/1998 2707 SA M E SA M E 372 170 189 13 202

14 4Q -98 2,872 1,304 1,466 102 1,568
15 TO TA L 6,311 2,843 3,247 221 3,468

16 <12>
17

18

19 Comments
20 The taxpayer wrote-o ff a ll uncollec tib le rece ivables  from  AB C  C orporation on  1 /1 /99.  T he en tire receivab les  from

21 AB C  w ere erroneous ly c la im ed on the 1/99 re tu rn.  R eceivables from  repa ir labor and  sales  tax  re im bursem ent were

22 disa llow ed s ince tax was never reported on these am ounts .

23

24 N ot engaged in bus iness in O range County.

25
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SALES TO AIRCRAFT COMMON CARRIERS [18] EXHIBIT 59

Copy to Taxpayer
Date: _________

Instructional Note:

Amounts shown in column “C” were transcribed from
the detailed supporting schedule 16A (not shown).

D IS A LLO W E D  C LA IM E D  LO C A L T A X  O N  S A LE S  S C H E D U LE 16
TO  A IR C R A FT  C O M M O N  C A R R IE R S P E R M IT 12-121212

A U D ITO R J.C . C on lon
D A TE 09/18/1999

A B C D E F
<S/J> <16A> (B-C) <414> (E-D)

SALES TO  CO M MO N CARRIERS

REF P E R IO D R E C O R D E D  * D IS A LLO W E D A U D IT E D C LA IM E D D IF F E R E N C E

1 3Q -98 1,400 839 561 1,400 839

2 4Q -98 1,850 1,350 500 1,850 1,350

3 1Q -99 1,252 295 957 1,252 295

4 TO TA L 4,502 2,484 2,018 4,502 2,484

5 <12>

6 <A8.2>

7

8

9

10 VERIFICATION COMMENTS
11

12 V E R IF IC A T IO N

13 C la im ed sa les  to  a irc ra ft com m on carrie rs  w ere  exam ined on an ac tua l bas is

14 for the  aud it period .  V erifica tion  w as  m ade  from  the sa les  invo ices  and purchase 

15 orders .  A ll sa les  w ere  m ade in  Los A nge les .

16

17 F IN D IN G S

18 A )  S a les  to  a irc ra ft com m on carrie rs  bu t not used or consum ed d irec tly  and

19 exc lus ive ly  in  the  ca rr iage o f persons or property .

20 B )  S a les  to  firm s that are  not a irc ra ft com m on carr ie rs .

21

22

23 *     R ecorded as  a  m em o lis ting  in  the  sa les  journa l.

24

25

26

27

28

29

30
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BART TAXABLE MEASURE ANALYSIS [A8.1] EXHIBIT 60

Copy to Taxpayer
Date: _________

Case Id : 1111 1 S C H E D U LE A 8.1
Account Num be 1212 1212 P ER M IT 12-1 21212
Schedu le Type: T A U D IT O R J .C . C on lon
Juris Code: B AR T D AT E 09/1 8 /1999

A B C D E F G H I J
ITEM  CO DE B AR T 1 2 4 5 8 10
NC CO DE 1 0301 0104 0202 0201 0403 0601
REF < 4 14-M  > (B +D  ) (E ..J ) <1 2D > <1 2E> <1 2G > <1 2H > <A 8.1A > <1 2K-2 >

REF Period

REPO RTED 
TAXABLE 
M EASURE

AUDITED 
TAXABLE 
M EASURE

 TO TAL 
TAXABLE 

D IFFERENCE

UNRECORDED 
TAXABLE 

SALES

UNREPO RTED 
SALES TO  

EM PLO YEES

W ITHDRAW ALS 
FRO M  EX-TAX 

INVENTO RY

PURCHASES 
SUBJECT TO  

USE TAX

DISALLOW ED 
CLAIM ED 
RESALES

DISALLOW ED 
CLAIM ED 

LABOR
1 3Q -98 7 ,86 5 8 ,30 0 435  77 130 85 117 26
2 4Q -98 4 ,29 2 4 ,93 1 639  65 170 240 159 5
3 1Q -99 2 ,10 5 2 ,92 8 823 400 58 95 129 141
4
5 T ota l: 14 ,2 62 16 ,1 59 1 ,89 7 400 200 395 454 417 31

6 <414-A1>
7

T A X AB LE  M E AS U R E  
U N D E R ST A T E D  - B AR T
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DISALLOWED RESALES SUBJECT TO BART TAX [A8.1A] EXHIBIT 61

Copy to Taxpayer
Date: _________

        D ISALLO W ED  R ESA LES SU BJEC T TO  BAR T TAX SC H ED U LE A8.1A
PE R M IT 12-121212
AU D ITO R J.C . C on lon
D A TE 09/18/1999

A B C D E F G H
 <12A> <A8.1A-1> (B x C)

REF PE R IO D
R E C O R D E D  

R E SALES

PE R C E N TAG E 
O F  

D IS ALLO W A N C E

D IS ALO W ED  
SA LE S FO R  

R E SALE

1 3Q -98 8,372 1.40% 117

2 4Q -98 11,359 159

3 1Q -99 10,097 141
4 TO TAL 29,828 417

5 <A8.1>

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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PERCENTAGE OF DISALLOWANCE OF RESALES
SUBJECT TO BART TAX [A8.1A–1] EXHIBIT 62

Copy to Taxpayer
Date: _________

        PERC EN TAGE OF DISALLOW ANC E OF SC HED ULE A8.1A-1
        R ESALES SU BJECT TO  BAR T TAX PERM IT 12-121212

AU DITO R J.C. Conlon
DATE 09/18/1999

A B C D E F G H
 <12J-4> <12J-2> (C / B )

REF PERIOD
TO TAL RESALES 

TESTED

BART 
DISALLOW ED 

PER TEST

PERCENTAG E 
O F 

DISALLOW ANCE

1

2 TO TAL 6,007 84.30 1.40%

3 <A8.1A>

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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LACT TAXABLE MEASURE ANALYSIS [A8.2] EXHIBIT 63

Copy to Taxpayer
Date: _________

Case Id : 1111 1 S C H E D U LE A 8.2
Account Num be 1212 1212 P ER M IT 12-1 21212
Schedu le Type: T A U D IT O R J .C . C on lon
Juris Code: LA C T D AT E 09/1 8 /1999

A B C D E F G H I J
ITEM  CO DE LA C T 2 4 5 9 10 13
NC CO DE 5 0104 0202 0201 0403 0601 1013
REF < 4 14-M  > (B +D  ) (E ..J ) <1 2E> <1 2G > <1 2H > <A 8.2A > <1 2K-2 > <1 6>

REF Period

REPO RTED 
TAXABLE 
M EASURE

AUDITED 
TAXABLE 
M EASURE

 TO TAL 
TAXABLE 

D IFFERENCE

UNREPO RTED 
SALES TO  

EM PLO YEES

W ITHDRAW ALS 
FRO M  EX-TAX 

INVENTO RY

PURCHASES 
SUBJECT TO  

USE TAX

  D ISALLOW ED 
CLAIM ED 
RESALES

DISALLOW ED 
CLAIM ED 

LABOR

DISALLOW ED 
COM M O N 
CARRIER

1 3Q -98 10 ,7 05 12 ,7 45 2 ,04 0 248 131 190 148 484 839
2 4Q -98 9 ,88 5 12 ,1 16 2 ,23 1 95 81 109 201 395 1 ,35 0
3 1Q -99 728 2 ,19 2 1 ,46 4 157 66 749 179 18 295
4
5 T ota l: 21 ,3 18 27 ,0 53 5 ,73 5 500 278 1 ,04 8 528 897 2 ,48 4

6 <414A-1>
7

T A X AB LE  M E AS U R E  
U N D E R ST A T E D  - LA C T
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DISALLOWED RESALES SUBJECT TO LACT TAX [A8.2A] EXHIBIT 64

Copy to Taxpayer
Date: _________

        D ISALLO W ED  RESALES SU BJECT SC HED ULE A8.2A
        TO  LAC T TAX PERM IT 12-121212

AU DITO R J.C. Conlon
DATE 09/18/1999

A B C D E F G H
<12A > <A8.2A-1> (B x C )

REF PERIOD
RECO RDED 

RESALES

PERCENTAG E 
O F 

DISALLOW ANCE

DISALLOW ED 
SALES FOR  

RESALE

1 3Q-98 8,372 1.77% 148

2 4Q-98 11,359 201

3 1Q-99 10,097 179

4 TO TAL 29,828 528

5 <A8.2>

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30
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        PE R C E N T A G E O F  D ISA LLO W A N C E   O F S C H E D U LE A 8.2A -1
        R E S A LES  SU B JE C T  T O  LA C T  T A X P E R M IT 12-121212

A U D IT O R J.C . C onlon
D A T E 09/18 /1999

A B C D E F G H
<12A> <12J-2> (C / B)

REF P E R IO D
R E C O R D E D  

R E SA LE S

LAC T /LA T C  
D IS A LLO W E D  

P E R  T E S T

P E R C E N T A G E  
O F 

D IS A LLO W A N C E

1
2 T O T AL 6 ,007 106 .35 1 .77%

3 <A8.2A>
4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

PERCENTAGE OF DISALLOWANCE OF
RESALES SUBJECT TO LACT TAX [A8.2A–1] EXHIBIT 65


	Chapter 3
	Table of Contents
	AUDIT WORKING PAPERS 0300.00
	INTRODUCTION 0301.00
	Scope of Chapter 0301.05
	Audit Working Papers Defined and Described 0301.10
	General Guidelines for Working Papers 0301.15

	WORKING PAPER TECHNIQUES 0302.00
	Hand Written Working Papers 0302.05
	Computer Generated Working Papers 0302.07
	Standardized Audit Schedules 0302.08
	Schedule For Each Subject 0302.10
	Data Furnished by Taxpayer 0302.15
	Credit Items 0302.20
	Schedule Headings 0302.25
	Column Headings 0302.30
	Totals 0302.35
	Subtotals 0302.40
	Layout 0302.45
	Indexing - General 0302.50
	Indexing Summary Schedules 0302.55
	Indexing Subsidiary Schedules 0302.60
	Indexing Memo and Superseded Schedules 0302.65
	Cross-Referencing 0302.70
	Index To Working Papers 0302.75
	Arrangement 0302.80

	CONTENT OF WORKING PAPERS 0303.00
	Basic Data 0303.05
	Summary or Lead Schedules 0303.10
	Subsidiary Schedules 0303.15
	Memo Schedules 0303.20
	Memo of Time of Auditors 0303.25
	Memo of Work To Be Done When The Audit Is Deferred 0303.30

	VERIFICATION COMMENTS 0304.00
	Comments On Summary Schedules 0304.05
	Types of Transactions 0304.10
	Source of Data 0304.15
	Reporting Method 0304.17
	Verification and Findings 0304.20
	Comments On Subsidiary Schedules 0304.30

	MISCELLANEOUS COMMENTS AND NOTES 0305.00
	No Record Cases 0305.05
	Fluctuation In Sales or Deductions 0305.10
	Purchases Subject To Use Tax 0305.15
	Purchases Subject To Section 6406 Credit 0305.17
	Sales Tax Included In Gross Sales 0305.20
	Prepayment of Sales Tax On Motor Vehicle Fuel (MVF) 0305.22
	Overpayments 0305.25
	Tax Errors On Returns 0305.30
	Notes 0305.35
	Special Explanation 0305.40
	Dating Entries in Audit Reports and Working Papers 0305.50
	Sample Working Papers 0305.60


	Table of Exhibits
	Summary of Claimed Exempt Sales by Quarter  Exhibit 1
	Test of Claimed Exempt Sales  Exhibit 2
	Summary of Claimed Exempt Sales by Page Total  Exhibit 3
	Summary of Purchases Subject to Use Tax by Quarter  Exhibit 4
	Test of Purchases Subject to Use Tax  Exhibit 5
	Summary of Purchases Subject to Use Tax by Page Total  Exhibit 6
	Summary of Differences [414-A2] Exhibit 7
	Index to Audit Working Papers [BOE-495] Exhibit 8
	Total Sales Summary [1] Exhibit 9
	Recorded Sales [1A] Exhibit 10
	Markup Analysis [1B Exhibit 11
	Unrecorded Sales [1C] Exhibit 12
	Unreported Sales of Capital Assets [1D] Exhibit 13
	Sales to Employees [1E] Exhibit 14
	Reconciliation with F.I.T.R.'s and Markup Analysis [1F] Exhibit 15
	Purchases Subject to Use Tax [2] Exhibit 16
	Transfers from Ex-Tax Inventory for Own Use [2A] Exhibit 17
	Quarterly Analysis of Consumable Supplies [2B] Exhibit 18A
	Quarterly Ex-Tax Purchases of Consumable  Supplies from Out of State Vendors [2B-1] Exhibit 18B
	Sales for Resale Summary [4] Exhibit 19
	Percentage of Disallowance [4A] Exhibit 20
	Sales for Resale Test - Statistical Sample [4A-1] Exhibit 21
	Sample Base [4A-2] Exhibit 22
	Statistical Sample Evaluation [4B] Exhibit 23
	Labor Sales Summary [6] Exhibit 24
	Quarterly Analysis of Disallowed Labor Sales [6A] Exhibit 25
	Labor Sales Disallowed [6A-1] Exhibit 26
	Sales to U.S. Government (414C) [7] Exhibit 27
	Interstate and Foreign Commerce Sales Summary [8] Exhibit 28
	Bad Debts Summary [10] Exhibit 29
	Sales to Aircraft Common Carriers [18] Exhibit 30
	BART Taxable Measure Summary [A8.1] Exhibit 31
	Disallowed Resales Subject to BART Tax [A8.1A] Exhibit 32
	Percentage of Disallowance of  Resales Subject to BART Tax [A8.1A-1] Exhibit 33
	LACT Taxable Measure Summary [A8.2] Exhibit 34
	Disallowed Resales Subject to LACT Tax [A8.2A] Exhibit 35
	Percentage of Disallowance of  Resales Subject to LACT Tax [A8.2A-1] 
	Index to Audit Working Papers [BOE-495] Exhibit 37
	Taxable Measure Analysis [12] Exhibit 38
	Recorded Sales [12A] Exhibit 39
	Markup Analysis [12B] Exhibit 40
	Total Sales Reconciliation [12C] Exhibit 41
	Unrecorded Sales [12D] Exhibit 42
	Sales to Employees [12E] Exhibit 43
	Unreported Sales of Capital Assets [12F] Exhibit 44
	Transfers from Ex-tax Inventory for Own Use [12G] Exhibit 45
	Quarterly Analysis of Consumable Supplies [12H] Exhibit 46
	Ex-tax Purchases of Consumable Supplies [12H-1] Exhibit 47
	Sales for Resale Reconciliation [12I] Exhibit 48
	Disallowed Sales for Resale [12J] Exhibit 49
	Percentage of Disallowance [12J-1] Exhibit 50
	Sales for Resale Test - Stat Sample [12J-1a] Exhibit 51
	Statement Concerning Property  Purchased Without Tax (XYZ Letter) [12J-1a-1] Exhibit 52
	Statistical Sample Evaluation [12J-2] Exhibit 53
	Quarterly Summary of Labor Sales Disallowed [12K] Exhibit 54
	Labor Sales Disallowed [12K-1] Exhibit 55
	Quarterly District Analysis  of Labor Sales Disallowed [12K-2] Exhibit 56
	Disallowed Interstate Commerce Sales [12L] Exhibit 57
	Disallowed Claimed Bad Debts [12M] Exhibit 58
	Sales to Aircraft Common Carriers [18] Exhibit 59
	BART Taxable Measure Analysis [A8.1] Exhibit 60
	Disallowed Resales Subject to BART Tax [A8.1A] Exhibit 61
	Percentage of Disallowance of Resales  Subject to BART Tax [A8.1A-1] Exhibit 62
	LACT Taxable Measure Analysis [A8.2] Exhibit 63
	Disallowed Resales Subject to LACT Tax [A8.2A] Exhibit 64
	Percentage of Disallowance of  Resales Subject to LACT Tax [A8.2A-1] Exhibit 65



